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Financial Highlights 


General Electric Company and consolidated affiliates 

(Dollar amounts in millions; per-share amounts in dollars) 

1996 

1995 

1994 

Revenues 

$79,179 

$70,028 

$60,109 

Earnings from continuing operations 

7,280 

6,573 

5,915 

Net earnings 

7,280 

6,573 

4,726 

Dividends declared 

Per share 

3,138 

2,838 

2,546 

Earnings from continuing operations 

4.40 

3.90 

3.46 

Net earnings 

4.40 

3.90 

2.77 

Dividends declared 

1.90 

1.69 

1.49 
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To Our Share Owners 


In 1996, your Company had its best year ever. 

• Revenues rose to a record $79.2 billion, up 13%. 

• Global revenues were up 18% to $33 billion, a record. 

• Earnings increased 11% to a record $7,280 billion. 

• Earnings per share increased 13% to a record $4.40. 

• Operating cash flow rose to $9.1 billion, $3 billion above our previous high. 

This performance translated into significant rewards for our share owners. 

• Total return to share owners in 1996 was 40%, after a 45% return in 1995. 

• Record cash flow allowed us to return more than $6 billion to share owners 
for the second consecutive year: $3.1 billion in dividends; $3.3 billion in 
the repurchase of GE stock. 

• We increased our quarterly dividend 13%, our 21st consecutive 
annual increase. 

• We expanded our share repurchase program from $9 billion to $13 billion, 
extending it through 1998. 

• The Board of Directors recommended, for share owner approval in April, 
a 2-for-l stock split. 


In this year’s letter, 
we intend to describe 
three key facets of 
General Electric: 
its financial model, 
the values that drive 
it, and the enormous 
growth opportunities 
this model, driven 
by these values, will 
capture in the years 
ahead. (See page 3.) 

Chairman and Chief Executive Officer John F. Welch, Jr. (right) and Vice Chairmen and Executive 
Officers Paolo Fresco (left) and John D. Opie (center) form GE's Corporate Executive Office. 
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The Model 


The GE financial model is simple but, we believe, 
unique in world business. On one side is a group 
of 11 large businesses, virtually all #1 or #2 in 
their marketplaces, that consistently improve 
operating margins, earnings and cash flow and 
support the “triple A” debt rating of the parent 
Company. GE’s “triple A,” in turn, supports a 
huge, diverse, global financial services enter¬ 
prise, also rated “triple A.” 

The uniqueness of this model lies in its 
consistency . The operating businesses in the 
model consistently grow their revenues, operat¬ 
ing margins and working capital turns, while the 
27 businesses that make up the financial services 
arm grow earnings at consistent double-digit 
rates. 

The uniqueness of this model 
lies in its consistency. 

Our model is not in itself difficult to con¬ 
struct, nor are we the first to put together a mix 
of industrial/service/media and financial serv¬ 
ices businesses. It is the consistent aggregate 
performance of these large #1 or #2 businesses 
over a diverse array of global markets that makes 
this model work. 

While consistent growth is the output of 
this model, the fuel that drives it — the energy 
behind it — is our culture . . . how we behave. 


The Values 


Our behavior is driven by a fundamental core 
belief: the desire, and the ability, of an organiza¬ 
tion to continuously learn from any source, any¬ 
where — and to rapidly convert this learning into 
action — is its ultimate competitive advantage. 

Driven by this belief , and anxious to get at 
the learning opportunities that abound in, and 
around, a multi-business global company, we 
first had to deal with the myriad boundaries that 
were impeding the generation and transfer of 


ideas. There were boundaries within the Com¬ 
pany, between management layers, functional 
disciplines and different national cultures. The 
boundaries between us and the outside were 
the product of an NIH (Not-Invented-Here) 
attitude that limited our ability to learn from 
suppliers, our customers and other global com¬ 
panies that had “best practices” that could be 
of enormous use to us. 

We went after these barriers with a massive 
initiative called Work-Out, which we've de¬ 
scribed for you in detail in past letters. Work-Out 
flattened those barriers. It eliminated insularity 
in our businesses. Work-Out also went after Nil 1 

— and eradicated it. GE began to systematically 
roam the world, learning better ways of doing 
things from the world’s best companies. 

We supported this behavior with changes in 
the management appraisal and compensation 
systems. We introduced a 360° management 
appraisal that focused leaders on finding and 
rewarding people who demonstrated an ability 
to get every mind in the organization into the 
relentless search for ideas: for finding the better 
way — every day. 

We made major changes in the compensation 
system to support this learning behavior. Before 
Work-Out, we operated under a management 
philosophy that rewarded “originating” ideas 
and “standout” performance with bonuses and 

... the desire, and the ability, 
of an organization to continuously 
learn from any source, anywhere 

— and to rapidly convert this 
learning into action — is its 
ultimate competitive advantage. 

salary. Today, those bonuses, as well as salaries, 
reward the finding c\nd sharing of ideas even 
more than their origination. Stock options — 
formerly held by a few hundred, now by 22,000 
GE employees — provide a powerful incentive 
to learn and share and work together. 

continued on page 4 
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The GE Growth Model 


The Financial Engine 


GE Product / Service / Media Businesses 


GE Capital Services 

• 11 Diverse Global Businesses; Triple-A Rated 


• 27 Diverse Globalizing Businesses 

• Service & Quality... 


• AAA Rating / Leverage 

• Expanding Margins 


• Acquisitions ($5-10 Billion Per Year) 

• Capital Efficiency 


• Strong Internal Growth 

• Consistent Cash Flow / Earnings Growth 

• High Return on Total Capital 

1 ■ 


• Consistent Strong Double-Digit Earnings Growth 

- -- 


Operating Margin % 


T 


r 



$5+ Billion 


GE 

$6+ Billion 
Cash Flow 


$1+ Billion 


Working Capital 
Turnover 





Share Owners 


• Consistent Double-Digit Earnings Per Share 
Growth 

•S6+ Billion Cash 

• 15-Year Return: 23% Per Year 


Net Earning 
Asset Growth 



92 93 94 95 96 


I Acquisitions HCore 


The Culture... Finding A Better Way Every Day 


GE Leaders... Always with Unyielding Integrity: 

• Have a Passion for Excellence and Hate Bureaucracy 

• Are Open to Ideas from Anywhere ... and Committed to Work-Out 

• Live Quality... and Drive Cost and Speed for Competitive Advantage 

• Have the Self-Confidence to Involve Everyone and Behave in a Boundaryless Fashion 

• Create a Clear, Simple, Reality-Based Vision ... and Communicate It to All Constituencies 

• Have Enormous Energy and the Ability to Energize Others 

• Stretch ... Set Aggressive Goals... Reward Progress... Yet Understand Accountability and Commitment 

• See Change as Opportunity... Not Threat 

• Have Global Brains ... and Build Diverse and Global Teams 


Horizontal Growth Opportunities 


Quality ... $100-200 Million of Operating Margin in '97 in Second Full Year of Quality Program 

Globalization ... $30+ Billion Global Revenues Growing Three Times Domestic 

Service ... $8 Billion Equipment Service Businesses Growing Double-Digit in '96 and '97 

Information Technology ... $9 Billion Information Technology Businesses Growing Double-Digit 

Consumer Savings ... $46 Billion Assets of New "Savings" Business Will Add Several Cents Per Share of '97 Growth 
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You can talk — you can preach — all you 
want about a “learning organization,” but, from 
our experience, reinforcing management ap¬ 
praisal and compensation systems are the critical 
enablers that must be in place if rhetoric is to 
become reality. 

As those of you who’ve read these reports in 
the past know, we never shut up about the great 
things that lie ahead of a company whose people 
get up every morning and come to work know¬ 
ing — convinced — that there is a better way of 
doing everything they do — and determined to 
find out who knows that way and how they can 
learn it. 

You can talk — you can preach ... 
about a “learning organization, ” 
but... reinforcing management 
appraisal and compensation sys¬ 
tems are the critical enablers ... 
if rhetoric is to become reality. 

It is this learning, sharing and action-driven 
culture, when laid across the diverse businesses 
of GE, that gives us our true advantage, an advan¬ 
tage single-industry companies can never match 
— what we call “horizontal learning” across more 
than 250 diverse, global GE business segments. 


The Horizontal Growth Opportunities 


As this learning, sharing and doing have become 
rooted in our culture, we see, beyond our strong 
#1 and #2 individual businesses, the common 
growth opportunities that cut across them. 

Quality, Globalization, Service, Information 
Technology and Consumer Savings . . . are part of 
our answer to the sometimes-posed question of 
how an $80 billion company — a $7.3 billion net 
income machine — can continue to grow at 
double-digit rates. 

The biggest opportunity for us to use this hor¬ 
izontal learning to accelerate growth is Quality. 


Quality 

Just as Work-Out got us to a culture of learning 
and openness that defined the way we behave, 
quality improvement, under the disciplined 
rubric of Six Sigma methodology, will define 
the way we work. 

Six Sigma quality means the virtual elimina¬ 
tion of defects f rom every product, process and 
transaction this Company engages in every day 
around the globe. A Six Sigma quality level gen¬ 
erates fewer than 3.4 defects per million opera¬ 
tions in a manufacturing or service process. 

It has been estimated that less than Six Sigma 
quality, i.e., the three-to-four Sigma levels that 
are average for most U.S. companies, can cost 
a company as much as 10-15% of its revenues. 
For GE, that would mean $8-12 billion. 

Six Sigma quality is already becoming part 
of our culture and def ining how we work. The 
Six Sigma process is a very specific scientific 
methodology of measuring, analyzing, improv¬ 
ing and controlling every process we engage in, 
from making jet engine blades, to executing a 
credit transaction with a customer, to minimiz¬ 
ing “dead air” between segments in broadcast¬ 
ing. It involves enormous amounts of training, 
with thousands of “Green Belts,” “Black Belts” 
and “Master Black Belts” leading projects, teach¬ 
ing, and widening the circle of involvement in 
the quality initiative throughout GE. 

... our answer to the sometimes- 
posed question of how an $80 bil¬ 
lion company — a $7.3 billion net 
income machine — can continue 
to grow at double-digit rates. 

The methodologies of Six Sigma we learned 
from other companies, but the cultural obses¬ 
siveness and all-encompassing passion for it is 
pure GE. The intensity level involved in our 
decade-long struggle to achieve a boundaryless 
culture now seems “laid-back” compared to the 
near monomania with which we are approach¬ 
ing Six Sigma quality. Forty percent of every 
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manager’s bonus is tied to his or her progress 
on quality results. Quality is the top item on every 
agenda in every discussion in every business in 
this Company. For leaders who do not see how 

Just as Work-Out got us to a cul¬ 
ture of learning and openness 
that defined the way we behave , 
quality improvement, under the 
disciplined rubric of Six Sigma 
methodology , will define the way 
we work. 

critical quality is to our future — like leaders 
who could not become boundaryless during the 
1980s — GE is simply not the place to be. 

The momentum of the Six Sigma initiative is 
unprecedented. From launching this initiative 
in late 1995, with 200 projects and massive train¬ 
ing, we moved to 3,000 projects and even more 
training in 1996; and we will undertake 6,000 
projects, and still more training, in 1997. The 
$200 million we invested in 1996 has already 
returned nearly that much in quality-related sav¬ 
ings. The additional $300 million we will invest 
in 1997 will deliver some $400-500 million in 
savings, producing an additional $100-200 mil¬ 
lion in incremental margins. This snowball will 
pick up size and momentum in terms of people 
trained, projects completed, and customer and 
employee satisfaction — all driving sales and net 
income growth. Growth and more growth. 

Globalization_ 

We now have a $33 billion “global business” that 
grew 18% in 1996. More than 40% of GE’s rev¬ 
enues are now derived from non-U.S. markets 
— markets where we have grown, and will con¬ 
tinue to grow, at three times the U.S. rate. 

In Europe, despite the less-than-robust 
economy, we have grown revenues 42% per 
year from 1994 to 1996 — and almost tripled 
profits. That growth will continue in strong dou¬ 
ble digits in 1997. Today there is an $18 billion 
“European GE.” 


Asia also is a source of ongoing double-digit 
growth, and today there is an $8 billion “Asian 
GE,” a big player in the fastest-growing market 
in the world. 

Nowhere is the horizontal learning more 
important than in globalization. The constant 
sharing of business experiences and cultural 
insights, from around the world, is creating a 
Gompany whose brains, as well as its businesses, 
are truly global. 

Information Technology_ 

GE is a high-growth information company. 
Along with NBG, CNBC, MSNBC and the net¬ 
work’s other ventures, we are well positioned in 
information services, in satellite leasing, and in a 
technology management services business creat¬ 
ed by the acquisition of AmeriData in the United 
States and CompuNet in Germany. In 1995, our 
information technology businesses had revenues 
of $6 billion. We expect to more than double 
that in 1997, in a market synonymous with seem¬ 
ingly endless double-digit growth. 

Information technology is clearly an impor¬ 
tant business opportunity in itself, but equally 
important is the role it is playing in the success 
of every business in the Company. It is making 
the huge transition from the “function” it was in 
the 1980s — with its own language, rituals and 
priesthood — to the indispensable competitive 
tool, the central nervous system of virtually every 
operation in the Company. Information tech¬ 
nology has drawn us closer to customers via 
inventory management systems. It enables our 
engineers to monitor and service products 
on-line globally. It allows new products to be 
designed in real time by engineers, 24 hours 
a day, on two or three continents. 

Without the detailed information on process 
capabilities, our quality initiative would be more 
art than science, driven more by slogans than 
by precise methodologies where tolerances are 
measured in millionths. 
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And even beyond “changing the game” in vir¬ 
tually every business operation in the Company, 
information technology is a perfect lit for our 
culture, as it gets more people “into the game,” 
learning and sharing — and allows them to exe¬ 
cute the fruits of that learning — faster. 

Information technology ... is mak¬ 
ing the huge transition from the 
“function ” it was in the 1980s — 
with its own language, rituals and 
priesthood — to the indispens¬ 
able competitive tool, the central 
nervous system of virtually every 
operation in the Company. 

Consumer Wealth Accumulation and Protection 

GE is a savings business, focusing on consumer 
wealth accumulation, with $46 billion in assets. 
This has been created by the acquisition of 
insurance and annuity companies such as 
First Colony, Life of Virginia, GNA, Harcourt 
General, AMEX-LT Care, Union Fidelity Life 
and Union Pacific Life. 

The scale of this business can be understood 
in the context of the several cents a share it will 
add to GE’s 1997 earnings growth — this from 
an activity in which we were not even participat¬ 
ing four years ago. It illustrates both the power 
of our financial services arm as well as the hori¬ 
zontal approach to managing newly acquired 
companies. Our culture is driving these well- 
positioned niche players into a closely integrated, 
stronger whole; they are in the process of be¬ 
coming a large consumer wealth accumulation 
business serving the huge demand for the finan¬ 
cial, insurance, health care and other needs of 
the aging baby-boomer population. 


Services Expansion 

Looking across several manufacturing business¬ 
es, GE is an $8 billion equipment services busi¬ 
ness, growing at double-digit rates, with an 
advantage unique in the world: an installed base 
of some 9,000 GE commercial jet engines, 10,000 
turbines, 13,000 locomotives and 84,000 major 
pieces of medical diagnostic imaging equipment. 

Medical Systems has long been a world leader 
in remote diagnostics. Thousands of its MRI and 
CT scanners are on-line 24 hours a day, allowing 
a doctor in, say, Bombay to get help from Tokyo, 
Paris or Milwaukee anytime, day or night. 

This on-line diagnostic technology has been 
transferred across all GE equipment businesses 
and is taking the concept of equipment service 
into an entirely new dimension. 

In Aircraft Engines, all critical operating 
parameters of GE jet engines can be monitored 
by our service experts while the engines are in 
flight. As a result, any out-of-spec performance 
data can be quickly dealt with when the plane 
lands, with the engine on the wing, saving air¬ 
lines millions by increasing the time between 
off-wing overhauls. 

Two joint ventures with Harris Corporation 
capitalize on related diagnostic and communica¬ 
tions technologies — one to help our electric 
utility customers increase the efficiency of their 
systems, and the other to radically improve the 

Services is so great an opportunity 
for the Company that our vision 
for the next century is a GE that 
is “a global service company that 
also sells high-quality products. ” 

utilization of rolling stock for the railroad indus¬ 
try. Both of these service initiatives are key to the 
long-term success of companies in these increas¬ 
ingly deregulated and intensely competitive in¬ 
dustries. 

Customers will always need high-quality hard¬ 
ware, but what they must have more than ever 
are productivity solutions that help them win in 




their markets. Our challenge in the years to come 
will be to continuously find new ways to help 
them fight their competitive battles, by providing 
more sophisticated added-value services. 

Services is so great an opportunity for the 
Company that our vision for the next century is 
a GE that is “a global service company that also 
sells high-quality products.” 


This, then, is General Electric: its financial 
engine, the culture that drives it, and the oppor¬ 
tunity for growth ahead of it as it attacks the 
largest opportunities in its history across multi- 
business fronts. 

In giving you this picture of a few of these 
enormous multi-business growth opportunities, 
we do not for a moment minimize the terrific 
growth opportunities in front of our individual 
businesses: a new line of ultrasound products 
from Medical Systems growing 25% a year in a 
modest-growth market; a new on-line interactive 
network — MSNBC; a new high-technolog) 7 
6000HP locomotive; a new washing machine that 
has grown share close to three points in a mature 
market; a new product nearly ever) 7 day from 
Lighting; and all the other individual opportuni¬ 
ties ahead for these intensely entrepreneurial, 
world-leading businesses. 

Nor do we neglect our traditional tight man¬ 
agement of individual business results — ac¬ 
countability is still a part of our culture — but 
increasingly the important question is not only 
“How is Plastics or Lighting or Employers Rein¬ 
surance or Auto Financial Services doing?” at any 
given moment, but also “How is GE doing?” in 
Europe or Asia, in Services, in Information Tech¬ 
nology, in Consumer Wealth Accumulation and 
Protection, and, above all, in Quality. 


What better time, with this “learning, sharing, 
doing” culture in our blood — and with quality 
growing by the hour in each of our operations 
around the globe — to have before us not one, 
but several of the biggest growth opportunities in 
our history. We are determined to seize them. 

We are determined to grow. 

Thanks for your continuing support. 



John F. Welch, Jr. 

Chairman of the Board and 
(:hief Executive Officer 


Paolo Fresco 

Vice Chairman of the Board 
and Executive Officer 


(fnLk 


’ F/'tKn n 




John D. Opie 

Vice Chairman of the Board 
and Executive Officer 


February 7, 1997 
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GE Innovation 


The innovative spark flashes daily at GE, 
where designers , engineers and scientists 
from around the world are constantly cre¬ 
ating high-quality, value-added products 
and services for our customers , such as the 
seven examples shown here. 



Cathleen Crowley , Jim Mo hen and Kevin Dinnie (left to right) helped to create the 
new Socrates Quick Quote ™ system being introduced by GE Capital Services to 
decrease the cycle time and risk in making commercial real estate loans. 
Employing the latest techniques in knowledge engineering and computer technol¬ 
ogy, their team was able to put into a laptop all of the loan and collateral require¬ 
ments, cash flow analyses, market reports, risk factors and other criteria that go 
into a complex real estate investment decision. With this on-line "credit commit¬ 
tee on a desktop ," the 100-plus GE dealmakers in the field will be able to quote, 
underwrite and review a deal more quickly and effectively, helping to reduce 
overall cycle time by two-thirds. 



Adapting remote diagnostics technology developed at the 
Corporate R&D Center and pioneered by GE Medical Sys¬ 
tems, the Aircraft Engines business launched its Technical 
Response Center™ in 1996 to speed up and improve engine 
maintenance. By monitoring engines in flight from the 
ground via satellite and other systems, GE engineers like 
Chris Henlein (seated) and Dave Brandel can diagnose po¬ 
tential engine problems, plan for maintenance or overhaul, 
and resolve problems more quickly than ever before. In ad¬ 
dition to improving safety and reliability, real-time remote 
monitoring and diagnostics can lower operating costs for 
airlines by reducing delays and cancellations. 



Engineers Dave Wilson and Veronica Kertesz were on the 
GE Electrical Distribution and Control team that developed 
the new Power Management Control System ™, an easy-to- 
use software package that turns a desktop computer into a 
virtual window for tracking and controlling power within a 
facility. With this system, customers gain real-time access 
to any Power Leader™ Power Management device within 
their facility, enabling them to identify trends, improve effi¬ 
ciency and avoid peak power surcharges. 










GE Lighting introduced its new line of ConstantColor® Ceramic 
Metal Halide lamps in 1996. Manufactured in Hungary, the United 
Kingdom, Canada and the United States, the ConstantColor lamps 
blend two technologies — high-pressure sodium, which uses a 
ceramic arc tube, and metal halide — to generate stable, uniform 
white light perfect for commercial lighting displays. Shown here in 
a test lab at the GE Lighting plant in Leicester, England, with a rack 
of eight different ConstantColor lamps are senior project engineer 
Eddie Odell fright) and test operator Vaishali Praful Chauhan. 


Martin van Stokhem looks at a handful of Lexan® pellets at 
the end of a new production line opened by GE Plastics at its 
Bergen op Zoom plant in the Netherlands to supply Lexan 
Optical Disc Resin to European manufacturers of CDs, DVDs 
Idigital video discs) and CD-ROMs. The first such installation 
in Europe, this new Lexan 00 (Optical Quality) line incorpo¬ 
rates the highest standards of cleanliness to ensure the 
purity of pellets manufactured there. 


Rob Roney of GE Power Systems helped develop 
this patented MAGIC ™ robot that can crawl 
inside a generator and, with cameras and other 
sensors attached, give an accurate, thorough, 
fast inspection and maintenance assessment, 
saving considerable time and cost for power 
plant operators. 


'■ Thu Vu, a computer scientist with GE-Harris Railway Electronics, demonstrates 
e joint venture's new Railway Control and Management System m to marketing 
manager Ellen Klee. The new system can coordinate the movement of all trains 
and work crews across an entire railroad network, permitting railroads to optimize 
traffic on existing lines and avoid expensive investments in new rail infrastructure. 
In addition, it will improve the flow of freight trains, thereby allowing railroads to 
achieve on-time arrivals more consistently. 


Producing Constant Color for Display Lighting 


Putting the Highest Purity into CDs 


* 
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Aircraft Engines 



Eugene F. Murphy 
President and Chief 
Executive Officer, 
GE Aircraft Engines 


1996 was a defining year for GE Aircraft Engines. 
We produced higher revenues and earnings, 
launched our Six Sigma quality initiative, achieved 
key technical milestones and established strategic 
alliances that will influence our future direction. 

We continued our worldwide leadership as GE 
and CFM International, our joint company with 
Snecma of France, again won the majority of 
commercial engine orders. Major wins were se¬ 
cured with American Airlines, Philippine Airlines, 
Air France, Northwest Airlines, International 
Lease Finance Gorporation and Kuwait Airways. 

While commercial aircraft engine orders were 
up sharply, demands from our customers for in¬ 
creased value compel us to place even greater 
emphasis on speed, quality and productivity. 

Our Six Sigma quality initiative provided tangi¬ 
ble benefits at sites around the world. By year’s 
end, we had 140 people leading projects, of which 
200 were completed. We are accelerating this 
effort in 1997 as more than 1,000 employees are 
trained to lead projects and spread Six Sigma 
tools to co-workers. We expect these initial efforts 
to produce $50-70 million in growth and produc¬ 
tivity. As we move our products and processes to 
Six Sigma levels by the year 2000, quality improve¬ 
ments should generate an additional $500 million 
in our business. 

Our engine services business continues to ex¬ 
perience double-digit growth, with annual rev¬ 
enues now exceeding $2 billion. Multiyear service 



GE's CF6 engines marked 25 years of service with American 
Airlines in 1996 , powering aircraft such as its Boeing 767s 
(above), Airbus A300s and McDonnell Douglas MD-11s. 


contracts included 10-year maintenance and 
overhaul awards from British Airways, US Air and 
Atlas Air. We initiated innovative new services, 
such as On-Wing Support"' 1 ; acquired a majority 
interest in Celma, a rapidly growing overhaul 
operation in Brazil; and established joint venture 
agreements with airlines and other leading en¬ 
gine maintenance providers to strengthen our 
global reach. 

GFM International’s new CFM56-7, which was 
certified in late 1996, is commercial aviation’s 
fastest-selling engine. With almost 1,000 engines 
already on order, the GFM56-7 will power the 
next-generation Boeing 737 series, which begins 
passenger service with Southwest Airlines in 1997. 
The GFM56-5B/P, which sharply reduces fuel 
consumption, entered service in 1996 on 
Swissair’s Airbus Industrie A319 aircraft. 

We continued our worldwide 
market leadership, while com¬ 
mitting to even higher quality. 

The GE90 completed its first year in serv ice as 
the most reliable, quiet and fuel-efficient engine 
for the Boeing 777. After aviation authorities 
approved the GE90-povvered 777 for extended- 
range, twin-engine operations, British Airways 
initiated GE90/777 service between London 
and Boston. 

Small commercial engine orders are led by 
the CF34 on the highly successful, 50-passenger 
Canadair Regional Jet. 

Our F414 fighter engine is powering the U.S. 
Navy’s new F/A-18E/F Super Hornet in its flight 
test program. Ground testing began on the new¬ 
est version of the T700/CT7 turboshaft engine 
for commercial and military applications. Rolls- 
Royce joined GE and Allison on the GE-led team 
working on the Alternate Engine Program for the 
U.S. Joint Strike Fighter Program. 

GE’s product line for marine and industrial 
engines is expanding to address market demands 
for increased power, greater efficiency and lower 
emissions. We completed development of im¬ 
proved versions of the LM2500 and LM6000 en¬ 
gines as well as a lower-emissions LM1600. In the 
services area, we formed an operations and main¬ 
tenance alliance with GE Power Generation. 
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Appliances 



David M. Cote 
President and Chief 
Executive Officer, 
GE Appliances 



I 


We had another record year at GE Appliances, 
with our ongoing commitment to consumer qual¬ 
ity and value reflected in our strong financial per¬ 
formance. Revenues increased 7% to $6.4 billion, 
driven by U.S. market share gains and record 
global sales, and our profitability significantly out¬ 
performed the industry. To continue on this pace, 
we are focused on new growth initiatives in prod¬ 
ucts and services, the strength of the GE brand, 
total cost productivity and Six Sigma quality. 

Capitalizing on the GE brand’s reputation, 
and responding to consumer demand for cleaner, 
softer water, we are introducing residential water 
treatment products in 1997. SmartWater™ by GE 
will be the first full line of water softeners and filtra¬ 
tion systems from a major appliance manufacturer. 

GE Service Management, which sells service 
contracts through builders and retailers or 
directly to consumers, presents a major growth 
opportunity. In 1996, we increased our focus on 
personal computers, direct satellite systems and 
other home products. 

The acquisition of 73% of DAKO S.A., Brazil’s 
leading gas range manufacturer, was a major 1996 
milestone. Based on our GE brand strength in 
Brazil and expansion of our product offerings, 
we anticipate significant growth in Latin America. 

Our European operations experienced 18% 
revenue growth through the introduction of prod¬ 
ucts built by European suppliers and designed 
specially for GE, including the GE Profile™ line 
of built-in cooking products. 

We’re committed to growth 
through the strength of our 
brand name. 

In Asia, our 23% revenue growth was driven 
by creative approaches to new markets. In India, 
we’re offering a full line of refrigerators and laun¬ 
dry products with our partner, Godrej. In China, 
our joint venture with Shanghai Communication 
and Electrical Appliances Commercial Group 
sells locally produced GE brand products for dis¬ 
tribution throughout the country, an innovative 
approach to expanding our sales in China. 

We further strengthened our export product 
offering with a new international line of home 
laundry equipment produced at Appliance Park 
in Louisville, Ky. This was the last phase of a 
$100 million laundry investment that has resulted 
in significantly higher U.S. market share. 



The new GE Monogram Collection ™ of free-standing and 
built-in stainless steel appliances combines state-of-the-art 
design and top performance for even the fussiest of chefs. 


Our premier 1996 product introduction was 
the GE Monogram Collection™, a group of profes¬ 
sional-style, stainless steel appliances launched as 
part of our high-end Monogram™ line. Combin¬ 
ing sophisticated, cutting-edge designs with pow¬ 
erful cooking performance, the new Monogram 
Collection gives cooks all the tools necessary to 
create a professional kitchen in their own homes. 

We also added a number of innovative prod¬ 
ucts to our GE Profile line. These included the 
24-cubic-foot “Built-in Style” refrigerator, which 
offers three extra cubic feet of internal storage in 
virtually the same space as the 21-cubic-foot mod¬ 
el, and the GE Profile 4300 Series dishwasher, 
which delivers the best wash performance of any 
dishwasher made in the United States. 

We accelerated our aggressive approach to 
productivity and quality improvements. Invest¬ 
ments in our refrigerator and laundry plants paid 
off in 1996 with reduced cycle time and increased 
output per employee. Working closely with our 
supplier network, we also reduced material costs. 

Looking ahead, the Six Sigma quality initiative 
is the foundation for preserving the reputation of 
our GE brand and for achieving additional pro¬ 
ductivity. Already, we have trained more than 540 
people and identified 550 quality projects to be 
completed in 1997. 
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Capital Services 



dcdjt 


Gary C. Wendt 
Chairman, President and 
Chief Executive Officer, 
General Electric 
Capital Services, Inc. 



-- 

Denis J. Nayden 
President and 
Chief Operating Officer, 

GE Capital Corporation 



Our mission, as a part of GE, is easy to state: to 
achieve consistent, significant growth at responsi¬ 
ble returns for our parent. That goal, however, is 
a task accomplished only by providing superior 
value and service to our customers through a 
broad range of financial and related products. 

Thanks to the efforts of our 51,000 associates 
around the world, GE Capital Services successful¬ 
ly met that goal again in 1996. Our net earnings 
reached another record: $2.8 billion, up 17% — 
or $400 million — from 1995 levels. Nineteen of 
our 27 businesses marked double-digit growth 
through a combination of strategic acquisitions, 
joint venture partnerships, organic business ex¬ 
pansion and targeted equity investment — with 
an unwavering focus on profitably meeting the 
needs of our customers. 

During the year, we continued to extend our 
successful niche strategy internationally, growing 
the percent of our assets outside the United 
States to nearly 30%. Our Structured Finance 
Group (formerly Global Project and Structured 
Finance) co-arranged debt and equity financing 
for Samalayuca II, the first large, privately funded 
power project in Mexico, and formed a precedent- 
setting joint venture with the Shanghai power 
system to fund and operate the Shanghai Zhabei 
Power Project, China’s first long-term, nonguar- 
anteed, commercially financed power project, 
fhe Structured Finance Group also is actively 
participating in a number of important privatiza¬ 
tion projects in Hungary in areas such as telecom¬ 
munications and airport operation. 


GE Capital is now better posi¬ 
tioned than ever to serve our 
customers worldwide. 


International acquisitions during 1996 includ¬ 
ed Groenendijk Yellowcabin, a seller and lessor 
of modular space in the Netherlands, Belgium, 
Germany and France; Smith Self Drive, a U.K.- 
based operator of more than 7,000 vans and 
trucks; and the lleet management and leasing 
operations of theJMJ Group, a long-established 
leader in the fleet services industry in Australia. 
GE Capital entered Japan’s auto lease market 
with the purchase of an 80% stake in Marubeni 
Car System Co., which serves mainly small busi¬ 
nesses and individuals with a fleet of nearly 



Four of the businesses that contributed to the record perform¬ 
ance of GE Capital Services in 1996 were (clockwise from 
top) Employers Reinsurance Corporation, which further ex¬ 
panded its services into Europe by opening ERC Frankona in 

19,000 vehicles. In addition, Commercial Real 
Estate formed a joint venture with Golub 8c Com 
pany to expand property development in Eastern 
Europe, and Commercial Equipment Finance en¬ 
tered the attractive German equipment financing 
market by acquiring Mietfinanz. 

With so many acquisitions successfully com¬ 
pleted, particularly in Europe, our focus now is 
on effective integration of our newest businesses 
to ensure they have the resources, processes and 
support in place to develop to their fullest poten¬ 
tial in their markets and to work cooperatively 
with all of the businesses of GE Capital Services 
and GE. 

Service is a key theme across all the businesses 
that make up GE Capital Services, as our name 
indicates. Recognizing that service is what makes 
us both successful and profitable, we redoubled 
our efforts to provide innovative and extensive 
service to meet our customers’ needs. We did this 
by adding capabilities, improving processes and 
boosting the quantity of the first-rate equipment 
we supply. In insurance, for example, we broad¬ 
ened our capabilities to enhance, preserve and 
transfer wealth for our customers by acquiring 
First Colony, a leader in life insurance and retire¬ 
ment annuity products, and U.K.-based Executive 
Healthcare. At Aviation Services, we enhanced 
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London; Technology Management Services, a leading global provider of information 
technology solutions; Aviation Services, which leases aircraft to Asiana and more than 
150 other airlines around the world; and Retailer Financial Services, which processes 
more than 385 million customer credit card billings a year at this Macon, Ga., facility. 


Equipment Management 

• Americom 

• Aviation Services 

• Fleet Services 

• Genstar Container 

• Modular Space 

• Penske Truck Leasing 

• Railcar Services 

• Technology Management 
Services 

• TIP 

Specialty Insurance 

• Consolidated Financial 
Insurance 

• Employers Reinsurance 
Corporation 

• Financial Guaranty 
Insurance Company 

• Mortgage Insurance 

Consumer Services 

• Auto Financial Services 

• Consumer Financial 
Services 

• Consumer Savings and 
Insurance Group 

• GE Capital Australia 

• Global Consumer Finance 

• Mortgage Services 

• Retailer Financial Services 

Specialized Financing 

• Commercial Finance 

• Commercial Real Estate 
Financing and Services 

• Equity Capital Group 

• Structured Finance Group 

Mid-Market Financing 

• Commercial Equipment 
Financing 

• GE Capital Hawaii 

• Vendor Financial Services 


our ability to meet our customers’ future needs 
by signing a multiyear order for up to several 
hundred aircraft. 

In this age of rapid change and innovation, we 
are especially keen to capitalize on developments 
in technology, both for our customers and in our 
own operations. Through multiple acquisitions in 
1996, including AmeriData in the United States 
and CompuNet in Germany, we doubled the size 
and strength of our Technology Management 
Services business. A key development was the 
creation of Information Technology Solutions, a 
$5 billion global information technology compa¬ 
ny with more than 9,000 employees and opera¬ 
tions in 13 countries throughout North America, 
Latin America, Europe and the Asia Pacific 
region. Information Technology Solutions is 
uniquely positioned to provide integrated prod¬ 
ucts, services and financial solutions to local, 
national and international commercial and 
government customers — on a global basis. 

Other GE Capital Serv ices businesses made 
strides in leveraging new technologies to improve 
both internal processes and delivery of services to 
customers. For example, technology-based serv ¬ 
ices were enhanced at Commercial Real Estate, 
which launched on the Internet a free-access 
serv ice to a database of nationwide listings of 


commercial space for lease or sale around the 
United States. In addition, GE Capital’s treasury 
operations — which include the programs of 
GE Capital Services, GE Capital and GE and are 
the largest issuer of commercial paper in the 
United States — launched the first fully integrat¬ 
ed, “direct to the issuer” electronic commercial 
paper trading system to improve convenience and 
efficiency for customers. 

Quality is a force that underlies all of our busi¬ 
ness activities — one we will use to completely 
satisfy customer needs profitably. 1996 marked 
a year of major progress in our Six Sigma quality 
initiative. During the year, our associates across 
the GE Capital Services businesses completed 
more than 300,000 hours of training — in 21 
countries and 15 languages. By year end, we had 
on board — across the organization — 75 quality 
leaders, 135 master black belts and 550 black 
belts. Each played a role in driving forward the 
560 projects that were under way, 57 of which 
were completed during the year. 

Our investment in Six Sigma quality — $88 mil¬ 
lion in 1996 and a projected SI53 million in 1997 
— is substantial, but it is one we believe to be well 
worth it. The investment is already beginning to 
pay off in myriad ways, including improved cus¬ 
tomer retention, error reduction and, ultimately, 
significant contribution to net income. In 1997, 
we project a net savings from quality of $150 mil¬ 
lion, with even greater benefits targeted by the 
year 2000. 

We’ve come a long way since our early days as 
a “captive finance company.” Today, GE Capital 
Services consists of a diversified portfolio of 27 fo¬ 
cused, profitable growth businesses that together 
are well positioned to serve customers globally 
and to continue to add significant value to GE 
and its share owners. Despite our tremendous 
growth, our mission has not changed, nor has our 
commitment to deliver on that mission by living 
our motto: Our Business is Helping Yours.® 
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Lighting 



W. James McNerney, Jr. 
President and Chief 
Executive Officer, 

GE Lighting 



Building on our historical momentum, GE Light¬ 
ing again increased worldwide sales and earnings 
in 1996 while extending operations around the 
globe. In addition, our operating margins saw im¬ 
pressive gains in the face of continued worldwide 
price pressures, mainly because of total cost pro¬ 
ductivity in our factories. 

A significant 1996 contribution came from GE 
Quartz, Inc., which makes and sells quartz, mater¬ 
ial tubing and crucibles for the semiconductor, 
fiber-optic and lamp industries. GE Quartz had 
another outstanding year — a 33% increase in 
revenues on top of the previous year’s 41 % gain. 

In Europe, GE Lighting improved its operating 
margin and captured important new consumer 
accounts that helped drive market share gains. 
Operations in Eastern Europe and Turkey 
achieved double-digit sales growth. Progress con¬ 
tinued to be made in customer service, as cycle 
time and fill rates both improved. Operating im¬ 
provements included increased inventory turns 
and factory productivity of 7%. 

Highlighting the importance of the growing 
Asia Pacific market, we accelerated our investment 
activity in three of the four most populous nations 
in the world. We boosted our ownership of GE 
Apar Lighting, Ltd., in India to 100%; increased 
ownership in GE Jiabao Lighting Go., Ltd., in 
China; and acquired PT Sinar Baru Electric 
(SiBalec) in Indonesia, which places GE Lighting 
Indonesia in the number two market position in 
the country. We also created the GE China Light¬ 
ing Technical Center and moved our worldwide 
finished goods sourcing activity to Shanghai. The 

We have introduced more than 
700 new products worldwide in 
the past two years. 

new center provides technical support — such as 
design, documentation, process, manufacturing 
and lighting application activities — for all of GE 
Lighting’s ventures and sourcing activities in Asia. 

Our new product development continued to 
be strong as we introduced more than 300 prod¬ 
ucts worldwide in 1996, a rate of nearly one per 
day. This builds on the previous year’s 400-plus 
new products. Many of these new lighting prod¬ 
ucts emphasize the use of new technologies to 
deliver important energy savings. For example, 
our ConstantColor® Ceramic Metal Halide line, 


GE Lighting has significantly strengthened its presence in 
Indonesia, where customers can find energy-efficient lamps 
at megastores like this Wal-Mart near Jakarta. 

among the more exciting high-technology, ener¬ 
gy-efficient global lighting products introduced 
in 1996, is a totally new entry in the high-intensity 
discharge lighting category. 

GE Lighting is committed to taking product 
and service quality to a new level through the use 
of Six Sigma processes. We have dedicated more 
than 200 of our top people, on a full-time basis, 
to drive improvements in our key customer and 
business processes. Customers and operations are 
already benefiting as a result of Six Sigma. In 
transactional quality, for example, we are work¬ 
ing with major consumer and industrial accounts 
to improve billing processes, eliminate waste and 
improve service levels. In product quality , we are 
analyzing and controlling production processes 
to improve the performance of our products. 

In 1997, we plan to invest aggressively in Six 
Sigma, which should yield substantial improve¬ 
ments in customer service and product quality 
and could provide a $50 million benefit to us and 
our customers. To support this effort, we plan to 
provide Six Sigma training to all our employees 
worldwide and to champion the hundreds of 
quality improvement projects they initiate. 

Actions taken in 1996 have positioned GE 
Lighting to take advantage of growth opportuni¬ 
ties worldwide, to expand the GE brand in all 
parts of the world and to accelerate our sales and 
earnings momentum. 
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Medical Systems 





Jeffrey R. Immelt 
President and Chief 
Executive Officer, 

6E Medical Systems 


GE Medical Systems achieved record revenues 
and earnings in 1996 despite vigorous price com¬ 
petition and a continuing slowdown in the world¬ 
wide market for diagnostic imaging equipment. 
Healthy increases in U.S. and Asian orders helped 
us enhance our leading market share positions in 
the United States and worldwide. 

Though the U.S. market grew modestly during 
1996, the growth of managed care intensified 
pressures on health care providers to reduce costs 
and increase productivity. GE responded with an 
unprecedented stream of new technologies and 
services to help our customers balance cost, quali¬ 
ty and productivity. 

Because of the pace of new product introduc¬ 
tions, more than 80% of our equipment sales now 
come from products introduced in just the past 
three years. For example, the new Signa® Profile™ 
0.2 Tesla permanent magnet MRJ system gives tis 
a highly competitive entry into a major new mar¬ 
ket segment, while FDA approval of neuroimag¬ 
ing with the Signa® SP system will help speed its 
adoption as a valuable intraoperative surgery tool. 
Our new HiSpeed™ CT/i system features sub¬ 
second scanning and image reconstruction for 
enhanced efficiency and productivity. 

The digital imaging trend accelerated with the 
Advantx® Legacy™ D R&F system, which offers 
users the versatility and productivity of all-digital 
imaging, and with our Advantx® LCA angio and 
LCV+ angio/cardio systems. The new LOGIQ™ 



The TiP™ TV network from GE Medical Systems brings 
expert instructors into customer sites via satellite for live, 
interactive training sessions with medical technologists. 


400 MD and 500 MD digital ultrasound platforms 
include advanced imaging features proven on our 
premium LOGIQ 700 MR system. In addition, we 
expanded our nuclear imaging family with the 
Optima™ NX dual-head system for cardiac and 
small organ imaging. 

GE’s growing services offering also provides 
important new opportunities. Our multivendor 
service group, GE HealthGare Services, currently 
supports competitors’ diagnostic imaging systems 

Expanding the customer service 
opportunity has positioned us 
for renewed growth. 

in more than 700 facilities, including those of 
Columbia/HCA, the largest multihospital system 
in the United States. We acquired National M.D., 
a leading U.S. biomedical service organization, 
and expanded our CompreCare™ multivendor 
service offering. We also acquired certain assets 
of Specialty Underwriters, further expanding 
our biomedical service portfolio while adding 
equipment service insurance to the list of service 
options available to our customers. 

Information technology continues to be the 
foundation of our service responsiveness. More 
than 11,000 GE imaging systems worldwide are 
being protected by our InSite™ remote service 
monitoring network because of its proven ability 
to keep equipment running longer and to return 
it to operation sooner. GE’s “other network,” our 
TiP™ TV satellite training network, now has more 
than 1,600 customer sites and 140,000 viewers. 

We are consolidating these gains by rapidly 
implementing Six Sigma quality throughout the 
organization. Since being selected to pilot this 
initiative for the Company, GE Medical Systems 
has trained more than 10,000 people in Six Sigma 
methodology and completed 73 projects. From 
this base, we are accelerating our efforts — we 
have 950 projects scheduled to be completed in 
1997, and we expect to realize nearly $40 million 
in savings during the year. 

By developing and delivering high-quality, 
cost-effective technolog) 7 and services to our cus¬ 
tomers and their patients, we intend to become 
a true partner for people worldwide. 
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NBC 



Robert C. Wright 
President and Chief 
Executive Officer, 
National Broadcasting 
Company, Inc. 


This was rhe most profitable year in the 70-year 
history of the National Broadcasting Company 
and our fourth consecutive year of double-digit 
earnings increases. In 1996, NBC dominated the 
prime-time ratings, launched a new venture, with 
Microsoft and expanded services around the 
world. Our success was spread throughout the 
business, with particularly strong revenue and 
earnings growth in the Television Network, NBC 
News and NBC Star ions. 

In entertainment, NBC became the number 
one American broadcaster, winning all of the 
year's prime-time ratings Sweeps" and finishing 
the 1995-96 season as the most-watched network. 
77 w Tonight Show with jay fsno assumed solid lead¬ 
ership in late-night talk TV, and Late Night with 
Conan O 'Bnon ended 1996 with record ratings. 
Our daytime drama Another World showed strong 
growth in key demographies, and Days oj Our Lives 
rocketed to the top among all daytime serials. In 
January 1997, they were joined by a third serial. 
Sunset Hea< h, 

NBC. News earned record profits for the vear. 
Today expan fled its lead in morning news, the 
Sunday edition of Dateline NHC showed significant 
improvement over previous NBC programming 
in that time slot, and the NHC Nightly Nm>s with 
Tom Brokaw improved its position in all key viewer 
categories, seriously challenging the competition 
for leadership for the first time in nearly a decade, 

1996 was the most profitable in 
our history , a year in which we 
dominated the TV ratings. 

NBC also embarked on an ambitious joint ven¬ 
ture with Microsoft with the July debut of MSNBC 
Cable, a "M -hour news and information channel, 
and MSNBC on the Internet, a comprehensive in¬ 
teractive on-line news set vice. MSNBC premiered 
with 22 million .subscribers, the biggest subscriber 
base ever lor a new cable service, and has commit¬ 
ments to reach more than 55 million households 
hv 1999. 

In the 1995-96 television season, NBC Sports 
presented the strongest sports lineup in history, 
ail ing the World Series, Super Bowl XXX, the 
NBA Finals, the Olympic Games in Atlanta. U.S. 
Open gulf. Noire Dame loot ha II and other cham¬ 
pionship ev ents. NBC's coverage of the Games of 
the XXVI Olympiad was the most-watched event, 
in telev ision history, reaching an audience of 209 



The storybook success of the US. women's gymnastics team 
helped to make the 1996 Olympic Games on NBC the most' 
watched event in television history . 


million viewers. The Olympics also were the most 
profitable in history for both the NBC' Television 
Network and NBC7s owned stations. 

NBC Stations registered record profits and rev ¬ 
enues in 1996 and added stations in five markets: 
Birmingham. Ala.; Columbus, Ohio: Providence, 
R.I.; Raleigh-Durham, N.C.; and San Diego, Calif. 
Oni 11 owned-and-operated siations now reach 
more than 25% of U.S. households. 

With the growth of NBC Interactive and 
MSNBC Desktop Video, we continued to make 
great strides in Internet development and new 
media. NBC boasts an innovativ e entertainment 
Web site(http://www.nbc.cojn) as well as the 
ground-breaking Internet component of MSNBC 
(h ttp:/7www. ms n bc.com). I n tenia t i on a 11 y, we 
continued our aggressiv e expansion around the 
world and now offer four overseas channels, two 
in F.urope and two in Asia, which together reach 
70 million households on a full-time basis. 

Closer to home, we reached an agreement re¬ 
garding our continued occupancy of 1.6 million 
square feet of studio, office and production space 
in New York City A Rockefeller Center. 

NBC has spent 70 years providing the best in 
news, sports and entertainment to our viewers, 
and we intend to use our current position as the 
world's leading broadcaster to strengthen all areas 
of our business and to increase the distribution of 
om programming around the world. 
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Plastics 




Gary L. Rogers 
President and Chief 
Executive Officer, 
GE Plastics 


GE Plastics realized record earnings in 1996 even 
though selling price declines were greater than 
material deflation, which reduced margins more 
than S 100 million. Revenues were slightly below 
1995, primarily due to slower than expected 
demand and softness in the European economy. 
While we continue to invest in global capacity 
additions, our operating cash flow reached a 
record §800 million as a result of working capital 
reductions. 

We continue to be optimistic as we look to the 
future for growth. We are a major supplier to 
leading companies in the business equipment, 
compact disc and telecommunication industries, 
and out ability to seive manufacturers of these 
products anywhere in the wor ld senes us well. 

For the automotive industry, we are combining 
the technical and marketing resources of GE 
Structured Products, GE Silicones, Corporate 
Research and Development and our Lcxan® resin 
business to penetrate another large opportunity: 
automotive glazing. Our products are expected 
to offer weight savings and impact strength, and 
there are a number of test vehicles on the road to 
expand the knowledge base for this application. 

Our optimism for the fuiure also is fueled by 
our ability to bring productivity to customers. We 
documented more than $185 million in customer 
productivity in 1996. These programs Inc hide 
lie]ping customers reduce waste, increase capacity 
and process plastics. 



The first stage of GE's new $700 mill ion polycarbonate 
piant in Cartagena, Spain , began compounding Lexan® 
and Cycoioy ® resins for European markets in 1396. 


To meet customers' demand for our products. 
GE Plastics continues to invest in capacity around 
the world. Our new polycarbonate resin plant in 
Spain is on schedule to open in 1998 with an 
annual capacity of 130,000 tons. In the United 
States, we continued our investment in low-cost 
stretch capacity for polycarbonate, adding 50.000 
tons per year to our plant at bin kvillc\ Ala. All 
told, our global polycarbonate capacity in 1998 
will be double our capacity in 1993. 

Our optimism for the future is 
fueled by our ability to bring 
productivity to our customers. 

The Structured Products business, which man¬ 
ufactures and sells polycarbonate sheet and him 
for use in a variety of industries, has been organ¬ 
ized into a single global enterprise to improve 
speech growth and market penetration. Manufac¬ 
turing capacity will be added in brazil and China 
during 1997 to meet the growing worldwide de¬ 
mand for these products. 

PolymerIan cl, our wholly owned plastics distri¬ 
bution business, also is expat id in g worldwide, 
acquiring distribution businesses in Turkey and 
Scandinavia during 1996, 

While our business is in a constant state of 
change to meet changing customer needs, our 
commitment to safety and the environment 
re in a ins constant. New' plants a round the world 
are built to meet stringent global standards lor 

r> o 

environ menial integrity and employee safety. 

For GE Plastics, our intense effort to achieve 
Six Sigma quality promises to be our most excit¬ 
ing growth initiative. We have hundreds of GE 
Plastics people in all of our facilities worldwide 
involved in specific quality projects. These proj¬ 
ects range from supplier quality to improving the 
quality of our manufacturing processes, products 
and transactions with customers. Using the Six 
Sigma process, we are finding enormous oppor¬ 
tunities to reduce costs, create free capacity and 
improve customer seivice. 

We expect 1997 will be a great vear for GE Plas¬ 
ties as our quality initiative brings us closer to cus¬ 
tomers and suppliers and strengthens our focus 
on speed, productivity and customer satisfaction. 







Power Systems 



Robert L. Nardelli 
President and Chief 
Executive Officer, 
6E Power Systems 


A global drive to expand services led a resurgence 
in GE Power Systems growth and profitability in 
1996, with a 39% improvement in earnings on 
an 11% increase in revenues. Another year of 
solid growth by Nuovo Pignone, which has nearly 
doubled its sales volume in just two years, helped 
offset an otherwise globally depressed market for 
new power plants. GE Nuclear Energy also con¬ 
tributed through the successful commissioning 
of Tokyo Elect ric Power’s Kashiwazaki 6 nuclear 
power station and the fueling of Kashiwazaki 7. 

A major 1996 highlight was the launch of our 
Six Sigma quality initiative. By year end, 300 indi¬ 
viduals had been hired, trained and certified to 
lead quality improvement projects. Over 62,000 
hours of training in Six Sigma theory and practice 
were logged, 261 projects were completed and 
another 2,000 projects were loaded for 1997 — 
with $70 million in anticipated productivity gains. 
.An in-depth customer survey was conducted in 
1996 to define critical-to-quality factors for prior¬ 
itizing and measuring projects. 

We will invest $90 million in 1996-97 to drive 
Six Sigma progress and involvement across our 
business. All told, potential cumulative savings of 
almost $1 billion could be realized over the next 
four years. 

GE Power Systems, which has the largest 
installed base of power generating equipment in 
the world, introduced several value-added serv ¬ 
ices in 1996 to meet intensifying customer needs 
for lower operating costs and improved perform¬ 
ance. One offering alone, long-term maintenance 


An expanded view of served 
markets is helping unlock future 
growth in nontraditional areas . 


agreements, accounted for more than $150 mil¬ 
lion in new orders. Similarly, orders for uprates 
and modifications were up $130 million. 

This momentum for serv ice growth will contin¬ 
ue, fueled by ever-changing customer needs to 
be matched by our accelerated funding for new 
service product development. 

We continued to revitalize our technology 
leadership in 1996 with record investments in 
programs to assure that GE products remain the 
world standard. Over half of new equipment or¬ 
ders in 1996 were for products introduced less 
than three years ago. 



GE field engineer Dan Berk checks a six-year-old steam tur¬ 
bine being refurbished under an operation and maintenance 
contract GE has with Ocean State Power in Rhode Island. 


GE technology remained the preferred choice 
around the globe in 1996. Highlights included 
more than $500 million of orders in China and 
$2.3 billion in major contracts from Taiwan and 
Japan. Two important private power projects 
were finalized in 1996: Samalayuca II in Mexico 
and the UCH Power Project in Pakistan. 

Our “F” technology gas turbine fleet grew to 
83 units installed, more than twice the total for all 
competitors, and tallied 700,000 fired-hours of 
operation. Our world-leading Dry Low NOx com¬ 
bustion systems reached the 1.25 million operat¬ 
ing hours mark, helping 130 gas turbines meet 
stringent emission standards around the world. 

.An expanded view of served markets is helping 
unlock future growth in nontraditional products 
and services. One example is a new joint venture 
with Harris Corporation, a leader in electronics. 
GE Harris Energy Systems provides information- 
based systems that enable utilities and their cus¬ 
tomers to automate, control and manage electric 
power — an emerging market expected to reach 
several billion dollars annually within a decade. 

While a fiercely competitive market for new 
power plants will continue to drive cost initiatives 
across our business, sustained revenue and earn¬ 
ings growth will come from a stream of innovative 
new services, continued global expansion, diversi¬ 
fication into nontraditional offerings and adop¬ 
tion of Six Sigma as the way we run our business. 
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Electrical Distribution and Control 


Information Services 


Global ventures, new products 
and quality initiatives are 
driving our sales growth. 

GE Electrical Distribution and Control 
achieved a double-digit increase in net 
earnings on slightly higher revenues 
in 1996. The year was highlighted by 
the successful integration of several 
global ventures in Mexico, Europe and 
Canada and our heavy investment in 
Six Sigma quality initiatives. 

The GE-Prolec joint venture in 
Mexico helped to improve our Power 
Delivery business. This operation is a 
prime example of world-class partners 
creating a venture to drive business growth, combining their 
manufacturing and engineering expertise for a better posi¬ 
tion in an increasingly competitive market. A broader range 
of products is opening up new segments in the global mar¬ 
ket, particularly in the Americas, Asia and the Middle East. 

The AEG low voltage business in Europe, acquired in 
1995, allowed us to broaden our product line and improve 
productivity. In addition, Multilin in Canada was successfully 
integrated into our Power Management business and showed 
record growth in 1996. 

We continued to invest in product development, launch¬ 
ing a record number of new products. One, the kV96 meter, 
marks our entry into the digital metering market. 

Our Six Sigma quality efforts took dramatic steps in 1996, 
with special emphasis placed on opportunities to improve 
customer satisfaction and productivity as well as our internal 
logistics and manufacturing processes. These quality efforts, 
combined with a continued focus on expanding global mar¬ 
kets and broadening our product offerings, will help to drive 
our sales growth initiatives in 1997. 


We are leading the electronic 
commerce revolution with new 
business productivity solutions. 

GE Information Services introduced a 
record number of electronic commerce 
solutions in 1996. Revenues were flat, 
however, and earnings somewhat lower 
due to increased investment in ad¬ 
vanced networking technologies and 
pricing pressure in older technologies. 

Continuing strength in Electronic 
Data Interchange services, our power¬ 
ful new Internet and Intranet business 
productivity offerings, and a reorgani¬ 
zation around specific industries posi¬ 
tion us for profitable growth in 1997. 

In 1996, we launched several inno¬ 
vative solutions that help customers 
achieve breakthrough performance in 
core business processes, from product 
development to supply chain manage¬ 
ment. Harnessing the power of the 
Internet, we introduced a revolutionary 
electronic procurement service called 
GE Trading Process Network"' 1 , which 
is cutting purchasing cycle times by 
80% and associated costs by 30%. 

We also formed a joint venture with 
Netscape Communications Corpora¬ 
tion, the leading provider of Internet 
software. Called Actra Business Systems, 
it develops Internet-based electronic commerce software. 

Looking ahead, we will continue to build strategic rela¬ 
tionships with key industry leaders as the world of electronic 
commerce rapidly comes of age. 





Lloyd G. Trotter 
President and Chief 
Executive Officer, 

GE Electrical Distribution 
and Control 



Gary M. Reiner 
Chairman, GE Information 
Services; and Senior 
Vice President and 
Chief Information Officer, 
General Electric 



Harvey F. Seegers 
President and Chief 
Executive Officer, 


GE Information Services 



New transformers produced by GE-Prolec in Monterrey, Mexico, for the 
North American market undergo a series of rigorous tests to ensure their 
reliability and superior quality. 



Gloria D. Wandyez of Textron Automotive Company (TAC) and Orville Bailey 
of GE review an Internet-based procurement system from GE that enables 
TAC to streamline its procurement processes with nearly 1,000 suppliers. 
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Motors and Industrial Systems 


Transportation Systems 


We are committed to deliver¬ 
ing innovative product and 
service solutions to customers. 

GE Motors and Industrial Systems de¬ 
livered double-digit earnings growth 
on modest revenue growth in 1996. 
Driven by solid variable cost productiv¬ 
ity gains and focused asset management 
routines, each of our major business 
segments achieved double-digit per¬ 
formance improvement in operating 
margin, higher operating cash flows 
and higher returns on total capital. 

Our Consumer Motors and Con¬ 
trols business posted another strong 
performance in the North American heating, ventilation and 
air conditioning industry and made more progress by serving 
global and local customers from newjoint ventures in Asia 
and Europe. The acquisition of Procond Elettronica in Italy 
puts us into the market for electronic controls for appliances. 

Industrial Systems broadened its worldwide customer cov¬ 
erage and enhanced its competitive position through several 
joint ventures and global alliances that filled in product and 
technology gaps. Our Engineering Services business brought 
on-line a new remote diagnostics center, dramatically im¬ 
proving response times of our field installation and service 
personnel. GE Fanuc introduced a PowerMotion ,M product 
line and enhanced its COMPLICITY® software offerings. 

Our employees became totally immersed in Six Sigma 
education, training and deployment. We anticipate a three- 
to-one return on our quality investments in 1997 after break¬ 
ing even in 1996. We also launched an upgrade of our 
information technology infrastructure, further strengthen¬ 
ing our commitment to create real customer value by deliv¬ 
ering defect-free, competitive products and services on time. 



^James W. Rogers 
President and Chief 
Executive Officer, 
GE Motors and 
Industrial Systems 



GE engineers Craig Pinto (left) and Mike Dermott can access a distant 
customer's equipment and process systems from this new remote diag¬ 
nostics center in Virginia to troubleshoot and resolve problems quickly. 


We continue to expand our 
product line , service capabili¬ 
ties and global reach. 

GE Transportation Systems achieved 
records in earnings and cash genera¬ 
tion and improved operating margin 
in 1996 despite lower revenues. Strate¬ 
gically, we expanded our products and 
services and broadened our markets. 

Production reached our second- 
highest level on record and included 
several prototype locomotives. New 
6000-horsepower AC locomotives are 
being tested by Union Pacific and CSX 
in preparation for full production. 

A lightweight AC prototype was developed between GE and 
Adtranz, with first units scheduled for Pakistan. A new joint 
venture facility in Indonesia produced units for Indonesia 





CjlL~ 


David L. Calhoun 
President and Chief 
Executive Officer, 
GE Transportation 
Systems 


and the Philippines. First shipments to Kazakstan, Egypt and 
Mongolia also stretched our global reach. Rail privatization 
projects offer significant opportunities for 1997. 

Success in these initiatives is enhanced by our Six Sigma 
quality efforts, which also bring productivity directly to cus¬ 
tomers. In 1996-97, we will invest more than $25 million in 
Six Sigma. More than 70 individuals have been hired and 
certified to lead 450 projects expected to save the business 
$30 million in 1997. By the end of 1997, at least 75% of our 
employees will be trained to implement Six Sigma tools. 

Service is our largest growth area. Orders grew signifi¬ 
cantly in 1996 and should increase threefold through 1997. 
GE-Harris Railway Electronics, our joint venture with Harris 
Corporation, exceeded its first-year expectations on the 
strength of its LOCOTROL® product, which enables a rail¬ 
road to haul longer trains faster, and with less fuel con¬ 
sumed, by distributing locomotives throughout the train. 



CSX placed three of these new GE AC6000CW™ locomotives — the most 
powerful, single-engine diesel-electric locomotives ever built by GE — 
into revenue service in 1996. 
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Community Service 


Whether assisting after a disaster 
or helping others find a brighter 
future , GE volunteers and GE busi¬ 
nesses are making the world around 
them a better place every day. This 
community spirit, represented by 
these five examples , was supported 
by $50 million in contributions from 
GE and the GE Fund in 1996. 



Supporting Arts-in-Education Programs 



After Hurricane Fran ripped through Wilmington, N.C., in September 
a group of 47 Elfun volunteers from GE Aircraft Engines in Cincinnati, 
Ohio, took a 700-mile overnight bus trip to join fellow Elfuns in 
Wilmington in clearing trees and debris from around the community. 
Hundreds of trees were carted away and split into free firewood for 
the poor, and numerous repairs were made for people who couldn't 
do the repairs themselves. A volunteer organization of GE leaders, 
Elfun has 72 chapters and 36,000 members worldwide. 

Irma Diaz, a GE volunteer 
from the Elfun chapter in 
Mexico, is a regular visi¬ 
tor to IPODERAC, a haven 
for orphaned and home - 
less boys set in a farming 
environment. IPODERAC 
contains a working goat 
farm and has become 
nearly self-sufficient 
through the sale of 
gourmet goat cheeses 
produced in its new 
cheese factory, which 
was built mainly with a 
grant from the GE Fund. 



Dominick Darkangelo (left) is one 
of many GE Elfun volunteers in¬ 
volved in Creative Connections, 
an arts-in-education program in 
upstate New York that is funded 
by a grant from the GE Fund. He's 
shown here with seventh-graders 
at Schenectady's Central Park 
Middle School who are working 
with a local artist on a mural de¬ 
picting Native American history. 
Creative Connections is trans¬ 
forming education by enabling 
students to experience different 
cultures and express new ideas. 



Restoring Faith and Hope 


GE Capital donated several modular space buildings to 
churches that were destroyed by arson in 1996. Shown 
here with young members of his congregation, the 
Reverend Ted Myers of South Richland Bible Way in 
Gadsden, S.C., is using one of those buildings for office 
space while funds are raised to rebuild his church, 
which was burned to the ground in August 1996. 



More than 400 volunteers from GE 
Appliances in Louisville, Ky., refurbished 
the Silvercrest Children's Development 
Center, a 40-acre complex where children 
with multiple disabilities learn to become 
as independent as possible. In one day, 
the volunteers painted rooms, hallways 
and playground equipment; installed new 
ceiling tiles and a roof; landscaped the 
grounds; and built a completely new train¬ 
ing kitchen. 
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Board of Directors 

(As of February 7, 1997) 


Robert E. Mercer will retire f rom the GE Board of Directors in 1997. 

Mr. Mercer, the retired Chairman of the Board of The Goodyear Tire & 
Rubber Company, joined the GE Board in 1984 and served as Chairman of 
its Finance Committee for more than a decade. He has added significant 
value to the Company through his broad business experience, his wise 
counsel and his thoughtful questions. He also has kept things in perspec¬ 
tive with his unique, warm good humor. 

Former U.S. Senator Sam Nunn joined the GE Board in January 1997. 
Mr. Nunn, who concluded his fourth term in the Senate after deciding not 
to run for re-election in 1996 in his home state of Georgia, had become 
one of the leading figures in American government and an internationally 
recognized expert on economic policy, defense and national security. He 
served as Chairman and ranking member on the Senate Armed Services 
Committee and the Senate Permanent Subcomittee on Investigations. 

There were nine meetings of the GE Board of Directors during 1996. 

In December, the Directors voted to increase GE’s quarterly dividend, 
to extend the Company’s share repurchase program and to recommend 
a two-for-one split of GE common stock. The stock split, to be voted on at 
the 1997 Annual Meeting of Share Owners, will be GE’s second stock split 
in the past three years and the fourth since 1983. The 13% dividend in¬ 
crease, from 46£ to 52tf per share, marks the 21st consecutive year of GE 
dividend increases. 

In 1996, committees of the Board addressed a variety of matters, includ¬ 
ing those noted below. 

The Audit Committee , which consists entirely of outside Directors, met 
four times. It reviewed the activities and independence of GE’s indepen¬ 
dent auditors and the activities of GE’s internal audit staff as well as the 
Company’s financial reporting process, internal financial controls and 
compliance with key GE policies. 

The Finance Committee participated in four meetings. It examined GE’s 
pension funding and trust operations, GE’s health care costs, the Compa¬ 
ny’s foreign exchange exposure, airline industry financing and other mat¬ 
ters involving major uses of Company funds. 

The Management Development and Compensation Committee held nine meet¬ 
ings. It reviewed and guided all of GE’s key management development 
plans, programs and actions, which are designed to develop, motivate and 
reward a broad base of leaders able to enhance the long-term value of the 
Company for share owners. The committee’s activities included all execu¬ 
tive compensation plans, policies and practices, all changes in executive 
assignments and responsibilities, and succession plans for key positions. 

The Nominating Committee held three meetings at which it reviewed can¬ 
didates for the Board and recommended the structure and membership of 
Board committees for the ensuing year. 

The Operations Committee , which met four times, reviewed the Company’s 
operating plan and various operational matters. 

The Public Responsibilities Committee , at its two meetings, evaluated envi¬ 
ronmental and other public responsibility issues as well as the activities of 
the GE Fund. 

The Technology and Science Committee participated in one meeting at 
which it reviewed GE’s Management Development Institute. 



Audit Committee 

Gertrude G. Michelson, 

Chairman 
Silas S. Cathcart 
Rogers.Penske 
Barbara Scott Preiskel 
Frank H.T. Rhodes 

Finance Committee 

Robert E. Mercer, 

Chairman 
John F. Welch, Jr., 

Vice Chairman 
Claudio X. Gonzalez 
Frank H.T. Rhodes 
Douglas A. Warner III 

Management Development and 
Compensation Committee 

Silas S. Cathcart, 

Chairman 

Claudio X. Gonzalez 
Gertrude G. Michelson 
Frank H.T. Rhodes 
Andrew C. Sigler 

Nominating Committee 

Andrew C. Sigler, 

Chairman 

D. Wayne Calloway 
Silas S. Cathcart 
Gertrude G. Michelson 
Douglas A. Warner III 

Operations Committee 

Barbara Scott Preiskel, 

Chairman 

D. Wayne Calloway 
Silas S. Cathcart 
Dennis D. Dammerman 
Paolo Fresco 
Claudio X. Gonzalez 
Robert E. Mercer 
Sam Nunn 
John D. Opie 
Roger S.Penske 
Andrew C. Sigler 
Douglas A. Warner III 

Public Responsibilities Committee 

D. Wayne Calloway, 

Chairman 
John F. Welch, Jr., 

Vice Chairman 
Dennis D. Dammerman 
Claudio X. Gonzalez 
Gertrude G. Michelson 
Sam Nunn 
John D. Opie 
RogerS.Penske 
Barbara Scott Preiskel 
Andrew C. Sigler 
Douglas A. Warner III 

Technology and Science 
Committee 

Frank H.T. Rhodes, 

Chairman 
Paolo Fresco 
Robert E. Mercer 
John D. Opie 
RogerS.Penske 
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D. Wayne Calloway 

Director and retired 
Chairman of the Board 
and Chief Executive 
Officer, PepsiCo, Inc., 
beverages, snack foods 
and restaurants, 
Purchase, N.Y. 

Director since 1991. 



Silas S. Cathead 

Retired Chairman of 
the Board and Chief 
Executive Officer, 
Illinois Tool Works, Inc., 
diversified products, 
Chicago, Ill. Director 
1972-1987 and 
since 1990. 



Dennis D. Dammerman 

Senior Vice President, 
Finance, and Chief 
Financial Officer, 
General Electric 
Company. Director 
since 1994. 



Paolo Fresco 

Vice Chairman of the 
Board and Executive 
Officer, General 
Electric Company. 
Director since 1990. 



Robed E. Mercer 

Retired Chairman of 
the Board and Chief 
Executive Officer, The 
Goodyear Tire & Rubber 
Company, Akron, Ohio. 
Director since 1984. 



Gedrude G. Michelson 

Former Senior Vice 
President-External 
Affairs and former 
Director, R.H. Macy 
8c Co., Inc., retailers. 
New York, N.Y. 
Director since 1976. 



Sam Nunn 

Former U.S. Senator 
from the State of 
Georgia and Partner, 
King Sc Spalding, law 
firm, Atlanta, Ga. 
Director since 1997. 



John D. Opie 

Vice Chairman of the 
Board and Executive 
Officer, General 
Electric Company. 
Director since 1995. 



Barbara Scott Preiskel 

Former Senior Vice 
President, Motion 
Picture Associations of 
America, New York, N.Y 
Director since 1982. 



Frank H.T. Rhodes 

President Emeritus, 
Cornell University, 
Ithaca, N.Y. Director 
since 1984. 



Andrew C. Sigler 

Retired Chairman of 
the Board and Chief 
Executive Officer, 
Champion International 
Corporation, paper and 
forest products, Stamford, 
Conn. Director since 1984. 



Douglas A. Warner III 

Chairman of the Board, 
Chief Executive Officer 
and President, 

J.P. Morgan 8c Co. Inc. 
and Morgan Guaranty 
Trust Company, 

New York, N.Y. 

Director since 1992. 



Claudio X. Gonzalez 

Chairman of the Board 
and Chief Executive 
Officer, Kimberly-Clark 
de Mexico, S.A. de C.V., 
Mexico City, and 
Direc tor, Ki m be rly- Clark 
Corporation, consumer 
and paper products. 
Director since 1993. 



RogerS. Penske 

Chairman of the Board, 
Penske Corporation, 
Penske Motorsports, Inc., 
Detroit Diesel Corpora¬ 
tion and Penske Truck 
Leasing Corporation, 
transportation and auto¬ 
motive services, Detroit, 
Mich. Director since 1994. 



John F. Welch, Jr. 

Chairman of the Board 
and Chief Executive 
Officer, General 
Electric Company. 
Director since 1980. 
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Management 

(As of February 7, 1997) 


Senior Executive Officers 

John F. Welch, Jr. 

Chairman of the Board and 
Chief Executive Officer 


Paolo Fresco 

Vice Chairman of the Board and 
Executive Officer 


John D. Opie 

Vice Chairman of the Board and 
Executive Officer 


Senior Corporate Officers 



William J. Conaty 

Senior Vice President. 
Human Resources 



Dennis D. Dammerman 

Senior Vice President, 
Finance, and Chief 
Financial Officer 



Lewis S. Edelheit 

Senior Vice President, 
Research and 
Development 



Benjamin W. Heineman, Jr. 

Senior Vice President, 
General Counsel and 
Secretary 



Gary M. Reiner 

Senior Vice President 
and Chief Information 
Officer 


Corporate Staff Officers 

Philip D. Ameen 

Vice President and Comptroller 

Mark W. Begor 

Vice President, Investor Relations 

James R. Bunt 

Vice President and Treasurer 

Alberto F. Cerruti 

Vice President, Mergers and 
Acquisitions and International 
Finance 

Pamela Daley 

Vice President and Senior Counsel, 
Transactions 

Brackett B. Denniston III 

Vice President and Senior Counsel, 
Litigation and Legal Policy 


Patrick Dupuis 

Vice President, Audit Staff 

R. Michael Gadbaw 

Vice President and Senior Counsel, 
International Law and Policy 

Joyce Hergenhan 

Vice President, Public Relations 

Steven Kerr 

Vice President, Leadership 
Development 

William J. Lansing 

Vice President, Business 
Development 

John H. Myers 

President, GE Investments 

Robert W. Nelson 

Vice President, Financial Planning 
and Analysis 


Charles E. Okosky 

Vice President, Executive 
Development 

Stephen D. Ramsey 

Vice President, Environmental 
Programs 

John M. Samuels 

Vice President and Senior Counsel, 
Taxes 

Susan M. Walter 

Vice President, Government 
Relations 
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Operating Management 

(As of February 7, 1997) 



Aircraft Engines 


Eugene F. Murphy 

President and Chief Executive 
Officer, GE Aircraft Engines 

Corbett D. Caudill 

Vice President, Engineering 

Charles L. Chadwell 

Vice President, Commercial 
Engines 

Robert L. Colman 

Vice President, Human Resources 

Herbert D. Depp 

Vice President, Marketing 
and Sales 

John J. Falconi 

Vice President, Finance and 
Information Technology 

Henry A. Hubschman 

General Counsel and Vice 
President, Business Development 

Dennis R. Little 

Vice President, Military Engines 

Robert G. Stiber 

Vice President, Production 
and Procurement 

William J. Vareschi 

Vice President, Engine Services 



Appliances 


David M. Cote 

President and Chief Executive 
Officer, GE Appliances 

Bruce R. Albertson 

Vice President, Marketing and 
Product Management 

Mei-Wei Cheng 

President and Regional Executive, 
Asia 

Lawrence R. Johnston 

Vice President, Sales and 
Distribution 

Susan P. Peters 

Vice President, Human Resources 

Steven C. Riedel 

Vice President, Latin America 

R. Mark Schreck 

Vice President, Technology 

Stephen J. Sedita 

Vice President, Finance 

Richard F. Segalini 

Vice President, Sourcing 
and Manufacturing 


Capital Services 

Gary C. Wendt 

Chairman, President and Chief 
Executive Officer, General Electric 
Capital Services, Inc.; and Chairman 
and Chief Executive Officer, 

GE Capital Corporation 

Denis J. Nayden 

President and Chief Operating 
Officer, GE Capital Corporation 

Nigel D.T. Andrews 

Executive Vice President, 

GE Capital Components 

James A. Colica 

Senior Vice President, Risk 
Management and Credit Policy 

Michael D. Fraizer 

Senior Vice President, 

Consumer Savings and 
Insurance Group 

Ronald R. Pressman 

Vice President, Commercial 
Real Estate Financing and 
Services 

James T. Johnson 

President, GE Capital Aviation 
Services, Inc. 

Robert L. Lewis 

President, Structured Finance 
Group 

Michael A. Neal 

Executive Vice President, 

GE Capital Components 

Stephen M. Bennett 

Vice President, Vendor 
Financial Services 
Thomas H. Mann 

President and Chief Executive 
Officer, GE Capital Mortgage 
Corporation 

Christopher H. Richmond 

Vice President, Commercial 
Equipment Financing 

Edward D. Stewart 

Executive Vice President, 

GE Capital Components 

Sandra L. Derickson 

President, GE Capital 
Auto Financial Services 

David R. Nissen 

President, GE Capital 
International Consumer 
Financial Services 

Daniel W. Porter 

President, GE Capital Retailer 
Financial Services 


Kaj Ahlmann 

Chairman, President and Chief 
Executive Officer, Employers 
Reinsurance Corporation 

Nancy E. Barton 

Senior Vice President, General 
Counsel and Secretary 

Christopher Mackenzie 

President, GE Capital Europe 

James A. Parke 

Senior Vice President, Finance 

Richard D'Avino 

Vice President and Senior 
Tax Counsel 
Jeffrey S. Werner 

Senior Vice President, Corporate 
Treasury and Global Funding 

Lawrence J. Toole 

Senior Vice President, Human 
Resources 



Lighting 

W. James McNerney, Jr. 

President and Chief Executive 
Officer, GE Lighting 

Paul T. Bossidy 

Vice President, North America 

Joseph S. Barranco 

Vice President, Production 

Stanley F. Davis 

Vice President, Commercial and 
Industrial Sales 

Robert J. Herbolich 

Vice President, Consumer Sales 

John E. Breen 

Vice President, Technology 

Jeffrey P. Gannon 

Vice President, Asia Pacific 

Richard M. Jackson, Jr. 

Vice President and General 
Counsel 

James E. Mohn 

Vice President, Finance 

George E. Murphy 

Vice President, Worldwide 
Product Management 
Mike S. Zafirovski 

President and Chief Executive 
Officer, GE Lighting Europe 



Medical Systems 

Jeffrey R. Immelt 

President and Chief Executive 
Officer, GE Medical Systems 

Arno Bohn 

President and Chief Executive 
Officer, GE Medical Systems 
Europe 

Thomas E. Dunham 

Vice President, Americas Service 

Serge Huot 

Vice President, Global Sourcing 
and Manufacturing 

Goran S. Malm 

President and Chief Executive 
Officer, GE Medical Systems Asia 
Ltd.; and Chairman and Chief 
Executive Officer, Yokogawa 
Medical Systems 

Paul J. Mirabella 

Vice President, Americas Sales 

James G. Del Mauro 

Vice President, Multi-Hospital 
Systems 

J. Keith Morgan 

Vice President and General 
Counsel 

Guy Rabbat 

Vice President, Global Technology 

Keith S. Sherin 

Vice President, Finance and 
Financial Services 



NBC 

Robert C. Wright 

President and Chief Executive 
Officer, National Broadcasting 
Company, Inc. 

William Bolster 

President, CNBC 

Neil Braun 

President, Television Network 

Richard Cotton 

Executive Vice President and 
General Counsel 

Dick Ebersol 

President, Sports 

Randel Falco 

President, Broadcast and Network 
Operations 

Warren C. Jenson 

Senior Vice President, Finance 

Andrew R. Lack 

President, News 

Donald W. Ohlmeyer, Jr. 

President, NBC-West Coast 

Thomas S. Rogers 

President, NBC Cable and 
Business Development 

John H. Rohrbeck 

President, Television Stations 

Edward L. Scanlon 

Executive Vice President, 
Employee Relations 
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Operating Management 

(Continued) 



Plastics 


Gary L. Rogers 

President and Chief Executive 
Officer, GE Plastics 

Maura J. Abeln-Touhey 

Vice President and General 
Counsel 

Ferdinando Beccalli 

Vice President, GE Plastics- 
Americas 

Charles E. Crew, Jr. 

Vice President, Sales 

Jean M. Heuschen 

Vice President, Worldwide 
Technology 

James W. Ireland III 

Vice President, Finance 

Robert E. Muir, Jr. 

Vice President, Human Resources 

John G. Rice 

President and Representative 
Director, GE Plastics-Pacific 

Thomas C. Tiller 

Vice President, GE Silicones 

Uwe S. Wascher 

Senior Managing Director, 

GE Plastics-Europe 

Piet C. van Abeelen 

Vice President, Europe 
Manufacturing 

William A. Woodburn 

Vice President, GE Superabrasives 



Power Systems 


Robert L. Nardelli 

President and Chief Executive 
Officer, GE Power Systems 

Francis S. Blake 

General Counsel and Vice 
President, Business Development 

Stephen B. Bransfield 

Vice President, Power Generation 
Production 

Dennis M. Donovan 

Vice President, Human Resources 

Jon A. Ebacher 

Vice President, Gas Turbine 
Technolog)’ 

Ernest H. Gault 

Vice President, Global Services 

Mark M. Little 

Vice President, Power Generation 
Engineering 

Thomas P. Saddlemire 

Vice President, Finance 

Steven R. Specker 

Vice President, Nuclear Energy 

William G. Wert 

Vice President and Regional 
Executive, Americas 
Dennis K. Williams 
President and Chief Executive 
Officer, Nuovo Pignone 

Delbert L. Williamson 

President, Europe, Middle East, 
Africa and Asia 



Electrical Distribution 
and Control 


Lloyd G. Trotter 

President and Chief Executive 
Officer, GE Electrical Distribution 
and Control 

Ricardo Artigas 

President and Chief Executive 
Officer, GE Power Controls B.V. 

Richard L. Pease 

Vice President, Power Delivery 

J. Jeffrey Schaper 

Vice President, Sales 



Information Services 


Gary M. Reiner 

Chairman, GE Information Services; 
and Senior Vice President and 
Chief Information Officer, 

General Electric 

Harvey F. Seegers 

President and Chief Executive 
Officer, GE Information Services 



Motors and Industrial 
Systems 


James W. Rogers 

President and Chief Executive 
Officer, GE Motors and Industrial 
Systems 

Robert P. Collins 

President and Chief Executive 
Officer, GE Fanuc Automation 
North America, Inc. 

Robert P. Mozgala 

Vice President, Production and 
Sourcing 

Russell L. Shade, Jr. 

Vice President, Industrial Systems 



Transportation Systems 


David L. Calhoun 

President and Chief Executive 
Officer, GE Transportation Systems 



International 


Scott R. Bayman 

President and Chief Executive 
Officer, GE India 

Kenneth C. Brown 

President, GE Southeast Asia 

Ugo Draetta 

Vice President and Senior Counsel 

Jay F. Lapin 

President and Chief Executive 
Officer, GE Japan 

John T. McCarter 

President and Chief Executive 
Officer, GE i^atiii America 

Alistair C. Stewart 

President, GE Middle East, Africa, 
Central and Eastern Europe 



GE Supply 

William L. Meddaugh 

President and Chief Executive 
Officer, GE Supply 



Licensing/Trading 


Stuart A. Fisher 

President and Chief Executive 
Officer, GE and RCA Licensing 
Management Operation, Inc. and 
GE Trading Company 



Marketing and Sales 


Thomas E. Cooper 

Vice President, Washington 
Operations 

Albert J. Febbo 

Vice President, Automotive 
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Statement of Earnings 


General Electric Company 
and consolidated affiliates 


For the years ended December 31 (In millions) 

1996 

1995 

1994 

Revenues 




Sales of goods 

$34,180 

$33,157 

$30,740 

Sales of services 

11,791 

9,733 

8,803 

Other income (note 3) 

638 

752 

793 

Earnings of GECS from continuing operations 

— 

— 

— 

GECS revenues from operations (note 4) 

32,570 

26,386 

19,773 

Total revenues 

79,179 

70,028 

60,109 

Costs and expenses (note 5) 




Cost of goods sold 

24,578 

24,288 

22,748 

Cost of services sold 

8,293 

6,682 

6,214 

Interest and other financial charges 

7,904 

7,286 

4,949 

Insurance losses and policyholder and annuity benefits 

6,678 

5,285 

3,507 

Provision for losses on financing receivables (note 8) 

1,033 

1,117 

873 

Other costs and expenses 

19,618 

15,429 

12,987 

Minority interest in net earnings of consolidated 




affiliates 

269 

204 

170 

Total costs and expenses 

68,373 

60,291 

51,448 

Earnings from continuing operations before income taxes 

10,806 

9,737 

8,661 

Provision for income taxes (note 9) 

(3,526) 

(3,164) 

(2,746) 

Earnings from continuing operations 

7,280 

6,573 

5,915 

Loss from discontinued operations (note 2) 

— 

— 

(U89) 

Net earnings 

$ 7,280 

$ 6,573 

$ 4,726 

Net earnings per share (in dollars) 




Continuing operations 

$ 4.40 

$ 3.90 

$ 3.46 

Discontinued operations 

— 

— 

(0.69) 

Net earnings per share 

$ 4.40 

$ 3.90 

$ 2.77 

Dividends declared per share (in dollars) 

$ 1.90 

$ 1.69 

$ 1.49 


The notes to consolidated financial statements on pages 47-66 are an integral part of this statement. 
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GE 


GECS 


1996 

1995 

1994 

1996 

1995 

1994 

$34,196 

$33,177 

$30,767 

$ — 

S - 

$ - 

11,923 

9,836 

8,863 

— 

— 

— 

629 

753 

783 

— 

— 

— 

2,817 

2,415 

2,085 

— 

— 

— 

_ 

— 

— 

32,713 

26,492 

19,875 

49,565 

46,181 

42,498 

32,713 

26,492 

19,875 

24,594 

24,308 

22,775 

_ 

_ 

— 

8,425 

6,785 

6,274 

— 

— 

— 

595 

649 

410 

7,326 

6,661 

4,545 

_ 

— 

— 

6,678 

5,285 

3,507 

_ 

— 

— 

1,033 

1,117 

873 

6,274 

5,743 

5,211 

13,461 

9,769 

7,862 

102 

64 

31 

167 

140 

139 

39,990 

37,549 

34,701 

28,665 

22,972 

16,926 

9,575 

8,632 

7,797 

4,048 

3,520 

2,949 

(2,295) 

(2,059) 

0,882) 

(1,231) 

(1,105) 

(864) 

7,280 

6,573 

5,915 

2,817 

2,415 

2,085 

_ 

— 

(U89) 

— 

— 

0,189) 

$ 7,280 

$ 6,573 

$ 4,726 

$ 2,817 

$ 2,415 

$ 896 


In the consolidating data on this page, “GE” means the basis of consolidation as described in note 1 to the consolidated financial 
statements; “GECS” means General Electric Capital Services, Inc. and all of its affiliates and associated companies. Transactions 
between GE and GECS have been eliminated from the “General Electric Company and consolidated affiliates” columns on page 28. 























































Statement of Financial Position 


At December 31 (In millions) 

General Electric Company 
and consolidated affiliates 

1996 1995 

Assets 

Cash and equivalents 

$ 4,191 

$ 2,823 

Investment securities (note 10) 

59,889 

41,067 

Current receivables (note 11) 

8,704 

8,735 

Inventories (note 12) 

4,473 

4,395 

Financing receivables (investment in time sales, loans and 
financing leases) — net (notes 8 and 13) 

99,714 

93,272 

Other GECS receivables (note 14) 

15,418 

12,417 

Property, plant and equipment (including equipment leased 
to others) — net (note 15) 

28,795 

25,679 

Investment in GECS 

_ 

_ 

Intangible assets (note 16) 

16,007 

11,654 

All other assets (note 17) 

35,211 

27,993 

Total assets 

$272,402 

$228,035 

Liabilities and equity 

Short-term borrowings (note 19) 

$ 80,200 

$ 64,463 

Accounts payable, principally trade accounts 

10,205 

9,061 

Progress collections and price adjustments accrued 

2,161 

1,812 

Dividends payable 

855 

767 

All other GE current costs and expenses accrued (note 18) 

7,086 

5,898 

Long-term borrowings (note 19) 

49,246 

51,027 

Insurance liabilities, reserves and annuity benefits (note 20) 

61,327 

39,699 

All other liabilities (note 21) 

18,917 

15,033 

Deferred income taxes (note 22) 

8,273 

7,710 

Total liabilities 

238,270 

195,470 

Minority interest in equity of consolidated affiliates (note 23) 

3,007 

2,956 

Common stock (1,857,013,000 shares issued) 

594 

594 

Unrealized gains on investment securities — net 

671 

1,000 

Other capital 

2,498 

1,663 

Retained earnings 

38,670 

34,528 

Less common stock held in treasury 

(11,308) 

(8,176) 

Total share owners’ equity (notes 25 and 26) 

31,125 

29,609 

Total liabilities and equity 

$272,402 

$228,035 


The notes to consolidated financial statements on pages 47-66 are an integral part of this statement. 
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GE GECS 


1996 

1995 

1996 

1995 

$ 957 

$ 874 

$ 3,234 

$ 1,949 

17 

4 

59,872 

41,063 

8,826 

8,891 

— 

— 

4,47$ 

4,395 

— 

— 


_ 

99,714 

93,272 

— 

— 

15,962 

12,897 

10,832 

10,234 

17,963 

15,445 

14,276 

12,774 

— 

— 

7,367 

6,643 

8,640 

5,011 

13,177 

11,901 

22,034 

16,092 

$ 59,925 

$55,716 

$227,419 

$185,729 

$ 2,339 

$ 1,666 

$ 77,945 

$ 62,808 

4,195 

3,968 

6,787 

5,952 

2,161 

1,812 

— 

— 

855 

767 

— 

— 

6,870 

5,747 

— 

— 

1,710 

2,277 

47,676 

48,790 

____ 

— 

61,327 

39,699 

9,660 

8,928 

9,138 

5,982 

533 

508 

7,740 

7,202 

28,323 

25,673 

210,613 

170,433 

477 

434 

2,530 

2,522 

594 

594 

1 

1 

671 

1,000 

668 

989 

2,498 

1,663 

2,253 

2,266 

38,670 

34,528 

11,354 

9,518 

(11,308) 

(8,176) 

— 

— 

31,125 

29,609 

14,276 

12,774 

$ 59,925 

$55,716 

$227,419 

$185,729 


In the consolidating data on this page, “GE” means the basis of consolidation as described 
in note 1 to the consolidated financial statements; “GECS" means General Electric Cap¬ 
ital Services, Inc. and all of its affiliates and associated companies. Transactions between 
GE and GECS have been eliminated from the “General Electric Company and consoli¬ 
dated affiliates” columns on page 30. 
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Statement of Cash Flows 


General Electric Company 


For the years ended December 31 (In millions) 

and consolidated affiliates 

1996 1995 1994 

Cash flows from operating activities 

Net earnings 

$ 7,280 

$ 6,573 

$ 4,726 

Adjustments for discontinued operations 

_ 

_ 

1,189 

Adjustments to reconcile net earnings to cash provided 
from operating activities 

Depreciation and amortization 

3,785 

3,594 

3,207 

Earnings retained by GECS — continuing operations 

_ 

_ 


Deferred income taxes 

1,145 

1,047 

1,228 

Decrease (increase) in GE current receivables 

118 

(632) 

668 

Decrease (increase) in GE inventories 

(76) 

55 

(56) 

Increase (decrease) in accounts payable 

641 

244 

697 

Increase in insurance liabilities, reserves and annuity benefits 

1,491 

2,490 

1,624 

Provision for losses on financing receivables 

1,033 

1,117 

873 

All other operating activities 

2,434 

458 

(2,399) 

Cash from operating activities 

17,851 

14,946 

11,757 

Cash flows from investing activities 

Additions to property, plant and equipment 

(7,760) 

(6,447) 

(7,492) 

Dispositions of property, plant and equipment 

1,363 

1,542 

2,506 

Net increase in GECS financing receivables 

(2,278) 

(11,309) 

(9,525) 

Payments for principal businesses purchased 

(5,516) 

(5,641) 

(2,606) 

All other investing activities 

(6,021) 

(3,362) 

372 

Cash used for investing activities 

(20,212) 

(25,217) 

(16,745) 

Cash flows from financing activities 

Net change in borrowings (maturities of 90 days or less) 

11,827 

(3,487) 

(2,784) 

Newly issued debt (maturities longer than 90 days) 

23,153 

37,604 

23,239 

Repayments and other reductions (maturities longer than 90 days) 

(25,906) 

(18,580) 

(13,098) 

Net purchase of GE shares for treasury 

(2,323) 

(2,523) 

(353) 

Dividends paid to share owners 

(3,050) 

(2,770) 

(2,462) 

All other financing activities 

28 

259 

181 

Cash from (used for) financing activities 

3,729 

10,503 

4,723 

Cash used for discontinued operations 

_ 

_ 

(200) 

Increase (decrease) in cash and equivalents during year 

1,368 

232 

(465) 

Cash and equivalents at beginning of year 

2,823 

2,591 

3,056 

Cash and equivalents at end of year 

$ 4,191 

$ 2,823 

$ 2,591 

Supplemental disclosure of cash flows information 

Cash paid during the year for interest 

$ (7,874) 

$ (6,645) 

$ (4,524) 

Cash recovered (paid) during the year for income taxes 

(1,392) 

(1,483) 

(1,777) 


The notes to consolidated financial statements on pages 47-66 are an integral part of this statement. 
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GE 


GECS 


1996 

1995 

1994 

1996 

1995 

1994 

$ 7,280 

$ 6,573 

$ 4,726 

1,189 

$ 2,817 

$ 2,415 

$ 896 

1,189 


1,635 

1,581 

1,545 

2,150 

2,013 

1,662 

(1,836) 

(1,324) 

(1,181) 

— 

— 

— 

68 

369 

575 

1,077 

678 

653 

152 

(739) 

754 

— 

— 

— 

(76) 

55 

(56) 

— 

— 

— 

197 

462 

810 

318 

418 

(222) 

_ 

_ 

_ 

1,491 

2,490 

1,624 

_ 

_ 

_ 

1,033 

1,117 

873 

1,647 

(912) 

(2,291) 

881 

946 

140 

9,067 

6,065 

6,071 

9,767 

10,077 

6,815 

(2,389) 

(1,831) 

(1,743) 

(5,371) 

(4,616) 

(5,749) 

30 

38 

86 

1,333 

1,504 

2,420 

___ 

_ 

— 

(2,278) 

(11,309) 

(9,525) 

(1,122) 

(238) 

(575) 

(4,394) 

(5,403) 

(2,031) 

(106) 

408 

14 

(6,090) 

(3,913) 

176 

(3,587) 

(1,623) 

(2,218) 

(16,800) 

(23,737) 

(14,709) 

974 

1,061 

(566) 

11,026 

(4,510) 

(2,261) 

252 

826 

766 

22,901 

36,778 

22,473 

(1,250) 

(1,535) 

(1,399) 

(24,656) 

(17,045) 

(11,699) 

(2,323) 

(2,523) 

(353) 

— 

— 

— 

(3,050) 

(2,770) 

(2,462) 

(981) 

(1,091) 

(904) 

— 

— 

(2) 

28 

259 

183 

(5,397) 

(4,941) 

(4,016) 

8,318 

14,391 

7,792 

_ 

_ 

— 

— 

— 

(200) 

83 

(499) 

(163) 

1,285 

731 

(302) 

874 

1,373 

1,536 

1,949 

1,218 

1,520 

$ 957 

$ 874 

$ 1,373 

$ 3,234 

$ 1,949 

$ 1,218 

$ (411) 

$ (468) 

$ (374) 

$ (7,463) 

$ (6,177) 

$ (4,150) 

(1,286) 

(1,651) 

(1,456) 

(106) 

168 

(321) 


In the consolidating data on this page, “GE” means the basis of consolidation as described in note 1 to the consolidated financial 
statements; “GECS” means General Electric Capital Services, Inc. and all of its affiliates and associated companies. Transactions 
between GE and GECS have been eliminated from the “General Electric Company and consolidated affiliates” columns on page 32. 
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Management's Discussion of Operations 


Overview 

General Electric Company’s consolidated financial state¬ 
ments represent the combination of the Company’s manu¬ 
facturing and nonfinancial services businesses (“GE”) and 
the accounts of General Electric Capital Services, Inc. 
(“GECS”). See note 1 to the consolidated financial state¬ 
ments, which explains how the various financial data are 
presented. 

Management’s Discussion of Operations is presented in 
four parts: Consolidated Operations, GE Operations, GECS 
Continuing Operations and International Operations. 

Consolidated Operations 

GE achieved record revenues, earnings, operating margin 
and cash flow from operating activities in 1996. The year’s 
performance again demonstrates the ability of GE’s diverse 
mix of leading global businesses to deliver strong financial 
results. 

Revenues, including acquisitions, rose to a record $79.2 
billion in 1996, up 13% from 1995. This increase was pri¬ 
marily attributable to four factors — growth at GE Capital 
Services, increased global activities across GE, higher sales 
of services and related spare parts by GE’s equipment busi¬ 
nesses, and higher revenues from NBC, including revenues 
from coverage of the 1996 Summer Olympic Games. Rev¬ 
enues increased at nine of GE’s twelve businesses, led by 
double-digit growth at GE Capital Services, NBC and Power 
Systems. Revenues in 1995 were $70.0 billion, a 17% in¬ 
crease attributable primarily to increased international 
activities. In 1995, eleven of GE’s twelve businesses increased 
revenues, six by double digits. 

Earnings per share increased to $4.40 during 1996, up 
13% from the prior year’s $3.90. Earnings increased 11 % 
to a record $7,280 billion. In 1995, earnings per share were 
$3.90, up 13% from 1994’s earnings per share from contin¬ 
uing operations. For 1995, earnings of $6,573 billion were 
up 11% from 1994’s comparable level. Growth rates in earn¬ 
ings per share exceeded growth rates in earnings as a result 
of the ongoing repurchase of shares under the four-year, 
$13 billion share repurchase plan initiated in December 
1994. Net earnings in 1994 were $4,726 billion ($2.77 per 
share) and, as discussed in note 2, included a loss amount¬ 
ing to $1,189 million ($0.69 per share) related to the GECS 
discontinued securities broker-dealer. 

New accounting standards include Statement of Financial 
Accounting Standards (SFAS) No. 125, Accounting for 
Transfers and Servicing of Financial Assets and Extinguishments 
of Liabilities. Among other things, the new Statement distin¬ 
guishes transfers of financial assets that are sales from trans¬ 
fers that are secured borrowings, based on control of the 


transferred assets. SFAS No. 125 is effective for transfers of 
financial assets occurring after December 31, 1996, and its 
adoption will not have an effect on the financial position or 
results of operations of GE or GECS. 

Dividends declared in 1996 amounted to $3,138 billion. Per- 
share dividends of $1.90 were up 12% from 1995, following 
a 13% increase from the preceding year. GE has rewarded its 
share owners with 21 consecutive years of dividend growth. 
The chart below illustrates that GE’s dividend growth for the 
past five years has significantly outpaced dividend growth 
of companies in the Standard 8c Poor’s 500 stock index. 
Return on average share owners' equity reached 24.0% in 
1996, up from 23.5% and 18.1% in 1995 and 1994, 
respectively. 

GE Operations 

.GE total revenues were $49.6 billion in 1996, compared 
with $46.2 billion in 1995 and $42.5 billion in 1994. 

• GE’s sales of goods and services were $46.1 billion in 
1996, an increase of 7% from 1995, which in turn was 9% 
higher than in 1994. The improvement in 1996 was led 
by NBC, Power Systems and Appliances. Volume was 
about 9% higher in 1996, reflecting growth in most busi¬ 
nesses during the year. While overall selling prices were 
down slightly in 1996, the effects of selling prices on sales 
differed markedly among businesses. There also was a 
minor negative effect on selling prices arising from effects 
of currency exchange rates on the translation of sales de¬ 
nominated in other than U.S. dollars. Volume in 1995 
was about 8% higher than in 1994, while selling prices 
were essentially flat. Currency exchange rates contribut¬ 
ed modestly to the 1995 sales increase. 

For purposes of the required financial statement display 
of GE sales and costs of sales on pages 28 and 29, “goods” 
refers to tangible products, and “services” refers to all 

GE/S&P dividend growth since 1991 


75% 



1992 1993 1994 1995 1996 
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other sales, including broadcasting and information serv¬ 
ices activities. An increasingly important element of GE 
sales is sales related to equipment services — services that 
include both spare parts (goods) as well as repair services. 
Such equipment services sales amounted to $8.4 billion in 
1996 and were up 11 % from 1995. 

• GE’s other income, earned from a wide variety of sources, 
was $629 million in 1996, $753 million in 1995 and $783 
million in 1994. The decrease in other income in 1996 
was largely attributable to lower royalty payments and a 
decrease in income from associated companies. Details of 
GE’s other income are provided in note 3. 

• Earnings of GECS from continuing operations were up 
17% in 1996, following a 16% increase the year before. 
See page 38 for an analysis of these earnings. 

Principal costs and expenses for GE are those classified as 
costs of goods and services sold, and selling, general and 
administrative expenses. 

Operating margin is sales of goods and services less the costs 
of goods and services sold, and selling, general and admin¬ 
istrative expenses. In 1996, GE’s operating margin rose to 
a record 14.8% of sales, an improvement of 0.4 percentage 
points from 1995. Nine businesses — led by Power Systems, 
NBC, Appliances, Medical Systems and Aircraft Engines — 
reported higher operating margins. Operating margin was 
14.4% of sales in 1995, compared with 13.6% in 1994. The 
operating margin improvement in 1995 was led by strong 
increases in Plastics, Aircraft Engines and NBC. 

Total cost productivity (sales in relation to costs, both on a 
constant dollar basis) has been a major source of recent 
improvement in GE’s operating margin, accounting for 
more than $1 billion of such increases in each of the past 
three years. The overall productivity rate was 2.9% in 1996, 
reflecting principally the positive effects of higher volume 
on base cost productivity. Three businesses — Power 
Systems, NBC and Aircraft Engines — reported productivi¬ 
ty rates in excess of 5%. The overall productivity rate was 
3.7% in 1995, reflecting improvements across all GE busi¬ 
nesses except Power Systems, which was adversely affected 
by lower capacity utilization. Four businesses — NBC, 
Transportation Systems, Aircraft Engines and Information 
Services — had productivity rates in excess of 5%. Produc¬ 
tivity performance more than offset the impact of inflation 
in each of the last three years. 

GE interest and other financial charges in 1996 amounted to 
$595 million, down from $649 million in 1995, which was 
up from $410 million in 1994. The 1996 decrease was pri¬ 
marily attributable to lower interest rates and, to a lesser 


GE operating margin as a percentage of sales 
(excluding restructuring) 



1992 1993 1994 1995 1996 


extent, a shift in the mix of debt towards short-term borrow¬ 
ings. The 1995 increase resulted from the combination of 
higher interest rates and a higher level of average borrow¬ 
ings during the period. 

Entering 1997 with excellent cash flows and a strong balance 
sheet, the Company continues to be well positioned to de¬ 
liver strong performance in the current global economic 
environment. 

GE industry segment revenues and operating profit for the past 
five years are shown in the table on page 37. For additional 
information, including a description of the products and 
services included in each segment, see note 28. 

Aircraft Engines revenues increased by 3% in 1996 as higher 
volume in services and military engines more than offset 
pricing pressures. Operating profit increased by 4% in 1996 
as a result of improvements in the services business and pro¬ 
ductivity in the segment, offset somewhat by reduced selling 
prices and cost inflation. Revenues increased 7% in 1995 as 
a result of higher services volume, partially offset by the ef¬ 
fects of lower selling prices. Operating profit increased 26% 
from 1994 as significant productivity gains and, to a lesser 
degree, higher volume more than offset the effects of lower 
selling prices. 

In 1996, $1.8 billion of revenues were from sales to the 
U.S. government, up $0.1 billion from 1995, which was 
$0.1 billion lower than in 1994. 

Aircraft Engines received orders of $7.1 billion in 1996, 
up 20% from $5.9 billion in 1995. The backlog at year-end 
1996 was $9.0 billion ($9.1 billion at the end of 1995). Of 
the total, $7.7 billion related to products, about 39% of 
which was scheduled for delivery in 1997. Services orders 
are included in backlog at the end of 1996 for only the suc¬ 
ceeding 12 months; such services backlog was $1.3 billion. 
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Appliances revenues were 7% higher than a year ago, reflect¬ 
ing industry growth and U.S. market share gains across all 
core product lines. Operating profit increased 8% as a re¬ 
sult of productivity and higher volume, which were partially 
offset by lower selling prices. Revenues in 1995 were about 
the same as the previous year as softening North American 
sales offset strong growth in Europe and Asia. Operating 
profit increased 2% in 1995 despite higher material costs, 
primarily as a result of productivity. 

Broadcasting revenues increased 34% in 1996, following a 
17% increase in 1995. The revenue increases in both years 
reflected a strong advertising market, excellent prime-time, 
news and other daypart ratings, strong growth in the owned- 
and-operated stations and, in 1996, NBC’s broadcast of the 
Summer Olympic Games. Operating profit increased 29% 
in 1996 as the combination of excellent ratings, sharply 
higher results in owned-and-operated stations and profit¬ 
able Olympics coverage more than offset higher license 
fees for certain prime-time programs that were renewed. 
Operating profit was up 48% in 1995 on stronger advertis¬ 
ing revenues. 

Industrial Products and Systems revenues rose 2% in 1996, 
reflecting improved volume in Lighting, Electrical Distribu¬ 
tion and Control, and Motors and Industrial Systems. Oper¬ 
ating profit increased 6% as productivity improvements 
across the segment more than offset the effects of cost 
inflation and lower selling prices for certain products. Rev¬ 
enue increased 8% in 1995, principally as a result of higher 
volume at Transportation Systems, Lighting, and Motors 
and Industrial Systems. Operating profit increased 14% in 

1995, reflecting productivity across the segment and im¬ 
proved volume, which more than offset higher material 
costs. 

Transportation Systems received orders of $2.0 billion in 

1996, up $0.4 billion from 1995. The backlog at year-end 
1996 was $1.5 billion, about the same as at the end of 1995. 
Of the total, $1.4 billion related to products, about 81% of 
which was scheduled for shipment in 1997, and the remain¬ 
der related to 1997 services. 

Materials revenues decreased 2% and operating profit was 
about the same as a year ago, primarily as a result of lower 
selling prices. The adverse effects of selling prices on oper¬ 
ating profit were offset in part by reductions in certain 
material costs, volume improvements and productivity. 
Revenues increased 17% in 1995, reflecting higher selling 
prices and the consolidation of Toshiba Silicones. Operat¬ 
ing profit increased 51% in 1995, primarily because of the 
increase in selling prices, productivity and volume growth, 
the combination of which more than offset increases in 
material costs. 


Power Generation revenues were 11 % higher in 1996, reflect¬ 
ing primarily strong growth at Nuovo Pignone and higher 
services volume. Operating profit increased 39% over 1995 
as productivity more than offset cost inflation and lower 
selling prices. Revenues increased 10% in 1995, principally 
as a result of the consolidation of Nuovo Pignone at the be¬ 
ginning of the year. Excluding Nuovo Pignone, the revenue 
decrease in 1995 resulted from lower volume in both gas 
and steam turbines. Operating profit decreased 38% in 
1995 as the profit contribution of Nuovo Pignone was more 
than offset by the effects of difficult market conditions on 
volume and prices, cost inflation and modification costs re¬ 
lated to series “F” gas turbines. 

Power Generation orders were $8.0 billion for 1996, a 
double-digit increase over 1995. The backlog of unfilled 
orders at year-end 1996 was $10.9 billion ($10.1 billion at 
the end of 1995). Of the total, $10.3 billion related to prod¬ 
ucts, about 39% of which was scheduled for delivery in 1997, 
and the remainder related to 1997 services. 

Technical Products and Services revenues were up 6% in 1996, 
following a 3% increase in 1995. Medical Systems reported 
higher revenues in both years, reflecting growth in new 
equipment volume and equipment services, partially offset 
by lower selling prices. Information Services revenues were 
essentially flat in 1996, following a slight increase in 1995, 
as selling prices declined and electronic commerce volume 
expanded. Operating profit for the segment increased 6% 
in 1996 as productivity, improved results in services at Med¬ 
ical Systems and the higher volume more than offset the 
effect of lower selling prices. Segment operating profit in¬ 
creased 2% in 1995, primarily a result of productivity gains. 

Orders received by Medical Systems in 1996 were $3.9 
billion, up 5% from 1995. The backlog of unfilled orders 
at year-end 1996 was $2.4 billion, about the same as at the 
end of 1995. Of the total, $1.4 billion related to products, 
about 90% of which was scheduled for delivery in 1997, and 
the remainder related to 1997 services. 

All Other consists primarily of GECS earnings, which are dis¬ 
cussed in the next section. Also included are revenues de¬ 
rived from licensing the use of GE technology to others. 
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Summary of Industry Segments 


General Electric Company and consolidated affiliates 


For the years ended December 31 (In millions) 

1996 

1995 

1994 

1993 

1992 

Revenues 

GE 

Aircraft Engines 

$ 6,302 

$ 6,098 

$ 5,714 

$ 6,580 

$ 7,368 

Appliances 

6,375 

5,933 

5,965 

5,555 

5,330 

Broadcasting 

5,232 

3,919 

3,361 

3,102 

3,363 

Industrial Products and Systems 

10,412 

10,194 

9,406 

8,575 

8,210 

Materials 

6,509 

6,647 

5,681 

5,042 

4,853 

Power Generation 

7,257 

6,545 

5,933 

5,530 

5,106 

Technical Products and Services 

4,692 

4,424 

4,285 

4,174 

4,674 

All Other 

3,108 

2,707 

2,348 

1,803 

1,581 

Corporate items and eliminations 

(322) 

(286) 

(195) 

(242) 

(399) 

Total GE 

49,565 

46,181 

42,498 

40,119 

40,086 

GECS 

Financing 

23,742 

19,042 

14,932 

12,399 

10,544 

Specialty Insurance 

8,966 

7,444 

4,926 

4,862 

3,863 

All Other 

5 

6 

17 

15 

11 

Total GECS 

32,713 

26,492 

19,875 

17,276 

14,418 

Eliminations 

(3,099) 

(2,645) 

(2,264) 

(1,694) 

(1,453) 

Consolidated revenues 

$79,179 

$70,028 

$60,109 

$55,701 

$53,051 


Operating profit 


Aircraft Engines 

$ 1,225 

$ 1,176 

$ 935 

$ 798 

$ 1,274 

Appliances 

750 

697 

683 

372 

386 

Broadcasting 

953 

738 

500 

264 

204 

Industrial Products and Systems 

1,617 

1,519 

1,328 

901 

1,071 

Materials 

1,466 

1,465 

967 

834 

740 

Power Generation 

1,068 

769 

1,238 

1,024 

854 

Technical Products and Services 

849 

801 

787 

706 

912 

All Other 

3,088 

2,683 

2,309 

1,725 

1,495 

Total GE 

11,016 

9,848 

8,747 

6,624 

6,936 

GECS 

Financing 

3,465 

3,045 

2,662 

1,727 

1,366 

Specialty Insurance 

1,234 

1,020 

589 

770 

641 

All Other 

(651) 

(545) 

(302) 

(288) 

(272) 

Total GECS 

4,048 

3,520 

2,949 

2,209 

1,735 

Eliminations 

(2,795) 

(2,396) 

(2,072) 

(1,554) 

(1,317) 

Consolidated operating profit 

12,269 

10,972 

9,624 

7,279 

7,354 

GE interest and financial charges — net of eliminations 

(600) 

(644) 

(417) 

(529) 

(752) 

GE items not traceable to segments 

(863) 

(591) 

(546) 

(614) 

(629) 

Earnings from continuing operations before income taxes 

and accounting change 

$10,806 

$ 9,737 

$ 8,661 

$ 6,156 

$ 5,975 


The notes to consolidated financial statements on pages 47-66 are an integral part of this statement. “GE” means the basis of consolidation as described 
in note 1 to the consolidated financial statements; “GECS” means General Electric Capital Services, Inc. and all of its affiliates and associated companies. 
Operating profit of GE segments excludes interest and other financial charges; operating profit of GECS includes interest and other financial charges, 
which is the largest element of GECS’ operating costs. The 1993 accounting change represents adoption of Statement of Financial Accounting Standards 
(SFAS) No. 112, Employers' Accounting for Postemployment Benefits. 
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GECS Continuing Operations 

GECS conducts its operations in two segments — Financing 
and Specialty Insurance. The Financing segment includes 
the financing and consumer savings and insurance opera¬ 
tions of General Electric Capital Corporation (GE Capital). 
The consumer savings and insurance operations, which 
increased significantly in 1996 due to acquisitions, focus 
on consumer wealth accumulation and transfer as well as 
wealth and lifestyle protection. The Specialty Insurance seg¬ 
ment includes operations of GE Global Insurance Holding 
Corporation (GE Global Insurance), the principal sub¬ 
sidiary of which is Employers Reinsurance Corporation, 
and the other insurance businesses described on page 63. 
Improved operating results for 1996 and 1995 reflect the 
effects of continued asset growth, principally from acquisi¬ 
tions of businesses and portfolios in 1996, and equal contri¬ 
butions from acquisitions and origination volume in 1995. 

• GECS revenues from operations were $32.7 billion in 
1996, up 23% from 1995, which was up 33% from 1994. 

• GECS earnings from continuing operations were $2.8 
billion in 1996, up 17% from 1995, which was up 16% 
from 1994. The 1996 and 1995 increases primarily reflect¬ 
ed asset growth, with the 1995 increase partially offset by 
a decrease in financing spreads (the excess of yields over 
interest rates on borrowings). 

• GECS interest on borrowings in 1996 was $7.3 billion, 

10% higher than in 1995, which was 47% higher than in 
1994. The increase in 1996 reflected the effects of higher 
average borrowings used to finance asset growth, partial¬ 
ly offset by the effects of lower average interest rates. The 
1995 increase resulted from higher average borrowings 
used to finance asset growth and the effects of higher 
average interest rates. GECS’ use of floating rate versus 
fixed rate borrowings is largely a function of the assets 
against which borrowings are matched. The composite 
interest rate on GECS borrowings was 6.24% in 1996, 
compared with 6.76% in 1995 and 5.47% in 1994. 

• GECS insurance losses and policyholder and annuity 
benefits increased to $6.7 billion during 1996, compared 
with $5.3 billion in 1995 and $3.5 billion in 1994, primari¬ 
ly because of business acquisitions and growth in origina¬ 
tions throughout the period. 

• GECS other costs and expenses increased to $13.5 billion 
in 1996 from $9.8 billion in 1995 and $7.9 billion in 1994, 
reflecting costs associated with acquired businesses and 
portfolios, and higher investment levels. 


GECS revenues 
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1992 1993 1994 1995 1996 

GECS industry segment revenues and operating profit for 
the past five years are shown in the table on page 37. Rev¬ 
enues from operations (earned income) are detailed 
in note 4. 

Financing segment revenues from operations increased 25% 
to $23.7 billion in 1996, following a 28% increase in 1995. 
Asset growth was the most significant contributing factor 
in both years, but was partially offset in 1996 by lower yields. 
Yields increased in 1995 and contributed slightly to the 
revenue increase. A significant component of the 1996 rev¬ 
enue increase was the contribution provided by the con¬ 
sumer savings and insurance businesses acquired during 

1995 and 1996 and the computer equipment businesses 
acquired during 1996. 

Operating profit was $3.5 billion in 1996, 14% higher 
than in 1995. The 1996 increase resulted primarily from 
asset growth. Financing spreads were essentially flat in 

1996 as the reduction in yields was offset by decreases in 
borrowing rates. Operating profit increased 14% in 1995 
as the effects of asset growth were partially offset by declin¬ 
ing financing spreads and losses from adverse market con¬ 
ditions in the Mortgage Services business. Changes in the 
provision for losses on financing receivables were principal¬ 
ly caused by different rates of portfolio growth in both years, 
with higher portfolio growth from originations resulting 

in higher provisions in 1995 than in 1996. Insurance losses 
and policyholder and annuity benefits associated with the 
consumer savings and insurance operations increased dur¬ 
ing 1996 and 1995 as a result of acquisitions. Other costs 
and expenses increased in both years, reflecting costs asso¬ 
ciated with acquired businesses and portfolios and higher 
levels of investment. Included in the 1996 increase are costs 
of sales and services of computer equipment businesses 
acquired in 1996. 

The portfolio of financing receivables, before allowance 
for losses, increased to $102.4 billion at the end of 1996 
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from $95.8 billion at the end of 1995. Financing receivables 
are the Financing segment’s largest asset and its primary 
source of revenues. The related allowance for losses at the 
end of 1996 amounted to $2.7 billion (2.63% of receivables 
— the same as 1995 and 1994) and, in management’sjudg- 
ment, is appropriate given the risk profile of the portfolio. 
Amounts written off in 1996 were approximately 1.03% of 
the year’s average financing receivables, compared with 
1.01% and 1.04% during 1995 and 1994, respectively. The 
increase in 1996 principally reflects increased delinquen¬ 
cies in the consumer portfolio, consistent with industry 
experience. 

A discussion of the quality of certain elements of the 
Financing segment portfolio follows. “Nonearning” receiv¬ 
ables are those that are 90 days or more delinquent and 
“reduced-earning” receivables are commercial receivables 
whose terms have been restructured to a below-market yield. 


Consumer receivables at year-end 1996 and 1995 are shown 
in the following table: 


(In millions) 

1996 

1995 

Credit card and personal loans 

$27,127 

$23,937 

Auto loans 

5,915 

5,555 

Auto financing leases 

13,113 

12,461 

Total consumer 

$46,155 

$41,953 

Noneaming 

$ 926 

$ 671 

— As percentage of total 

2.0% 

1.6' 

Receivable write-offs for the year 

$ 870 

$ 644 


Most of the nonearning consumer receivables were U.S. 
private-label credit card loans, the majority of which were 
subject to various loss-sharing agreements that provide full 
or partial recourse to the originating retailer. 

Commercial real estate loans classified as financing receiv¬ 
ables were $12.1 billion at December 31,1996, a decrease 
of $1.3 billion from 1995, principally reflecting sales of 
receivables. Nonearning and reduced-earning receivables 
decreased to $158 million at December 31,1996, compared 
with $179 million at year-end 1995. Write-offs of commer¬ 
cial real estate loans declined to $45 million in 1996 from 
$147 million in 1995 as markets continued to stabilize. 
Commercial real estate loans are generally secured by first 
mortgages. 

In addition to loans, the commercial real estate portfolio 
included, in other assets, $1.6 billion at year-end 1996 
($1.9 billion at year-end 1995) of assets acquired for resale 
from various financial institutions. Values realized on sales 
of these assets continue to meet or exceed expectations at 
the time of purchase. Also included in other assets were 
investments in real estate ventures at year-end 1996 totaling 
$2.5 billion, up from $2.0 billion at year-end 1995. Those 
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investments are made as a part of original financings or in 
conjunction with certain loan restructurings. The commer¬ 
cial real estate portfolio includes investments in a variety 
of property types and continues to be well dispersed geo¬ 
graphically, principally in the continental United States. 

Other financing receivables, totaling $44.1 billion at Decem¬ 
ber 31,1996, consisted of a diverse commercial, industrial 
and equipment loan and lease portfolio. This portfolio 
increased $3.7 billion during 1996, primarily because of 
acquisitions. Related nonearning and reduced-earning 
receivables were $313 million at year-end 1996, compared 
with $285 million at year-end 1995. 

GECS held loans and leases to commercial airlines 
amounting to $8.2 billion at the end of 1996, down from 
$8.3 billion at the end of 1995. GECS’ commercial aircraft 
positions also included financial guarantees, funding com¬ 
mitments and aircraft orders as discussed in note 17. 
Specialty Insurance segment revenues from operations were 
$9 billion in 1996, an increase of 20% from 1995, which 
increased 51% over 1994. The 1996 increase primarily re¬ 
flected inclusion of a full year’s results for the European 
property and casualty reinsurance businesses acquired in 
1995. GE Global Insurance’s net premiums earned on U.S. 
business declined, reflecting the effects of lower industry 
pricing and the exit of certain unprofitable reinsurance 
contracts. Revenues from GECS’ other insurance businesses 
increased as a result of both origination volume and acqui¬ 
sitions. Operating profit increased 21% to $1.2 billion in 
1996 from $1.0 billion in 1995. The increase in 1996 princi¬ 
pally reflected the effects of a full year’s results of the Euro¬ 
pean acquisitions: higher premium and investment income, 
partially offset by increases in insurance losses and other 
costs and expenses. 
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International Operations 

Estimated results of international operations include all 
exports from the United States, plus the results of GE and 
GECS operations located outside the United States. Certain 
GECS operations that cannot meaningfully be associated 
with specific geographic areas were reclassified as “interna¬ 
tional” for this purpose and are not included in specific 
geographic areas. 

International revenues in 1996 were $33.3 billion (42% 
of consolidated revenues), compared with $28.2 billion in 

1995 and $21.0 billion in 1994. In 1996, about 46% of GE’s 
sales of goods and services were international, which was 
about the same percentage as in 1995 and much higher 
than the 40% reported in 1994. The chart below left de¬ 
picts the growth in international revenues in relation to 
total revenues over the past five years. 

International operating profit was $4.0 billion (32% of 
consolidated operating profit) in 1996, compared with 
$3.2 billion in 1995 and $2.5 billion in 1994. 

GE international revenues were $21.7 billion in 1996, 
an increase of 8% from 1995, reflecting sales growth in op¬ 
erations based outside the United States andU.S. exports. 
European revenues increased by $1.1 billion as growth in 
Power Systems, particularly in Nuovo Pignone, and Aircraft 
Engines more than offset lower sales in Plastics and Medical 
Systems. GE’s Pacific Basin revenues increased by $0.1 bil¬ 
lion in 1996, reflecting increased revenues from local 
operations, pardally offset by lower U.S. export sales to 
the region. 

GECS international revenues were $11.6 billion in 

1996 and year-end assets were about $65.3 billion. These 
revenues, which were derived primarily from operations 
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in Europe, Canada and the Pacific Basin, were up from 
$8.1 billion in 1995; year-end assets increased 23% during 
the year from approximately $53.3 billion at the end of 
1995. These increases are attributable to continued expan¬ 
sion of GECS as a global provider of financial products and 
services. 

The accompanying financial results reported in U.S. 
dollars are unavoidably affected by currency exchange. 

A number of techniques are used to manage the effects 
of currency exchange, including selective borrowings in 
local currencies and selective hedging of significant cross¬ 
currency transactions. International activity is diverse, as 
shown in the international revenues chart at the bottom 
right of this page. Principal currencies include major 
European currencies as well as the Japanese yen and the 
Canadian dollar. 

GE’s U.S. export sales follow. 


GE's total exports from the United States 



(In millions) 

1996 

1995 

1994 

Pacific Basin 

$ 3,180 

$3,397 

$3,260 

Europe 

2,060 

1,701 

1,319 

Americas 

1,257 

1,023 

1,027 

Other 

1,025 

964 

821 

Exports to external customers 

7,522 

7,085 

6,427 

Exports to affiliates 

2,292 

2,123 

1,683 

Total exports 

$ 9,814 

$9,208 

$8,110 


GE made a positive 1996 contribution of approximate¬ 
ly $5.2 billion to the U.S. balance of trade. Total exports 
in 1996 were $9.8 billion; direct imports from external 
suppliers were $2.8 billion; and imports from GE affili¬ 
ates were $1.8 billion. 
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Management's Discussion of Financial Resources and Liquidity 


Overview 

This discussion of financial resources and liquidity focuses 
on the Statement of Financial Position (page 30) and the 
Statement of Cash Flows (page 32). 

Throughout the discussion, it is important to understand 
the differences between the businesses of GE and GECS. 
Although GE’s manufacturing and nonfinancial services 
activities involve a variety of different businesses, their un¬ 
derlying characteristics are development, preparation for 
market and delivery of tangible goods and services. Risks 
and rewards are directly related to the ability to manage 
and finance those activities. 

GECS’ principal businesses provide financing, asset man¬ 
agement, consumer savings and insurance, and other insur¬ 
ance and financial services to third parties. The underlying 
characteristics of these businesses involve the management 
of financial risk. GECS’ risks and rewards stem from the 
abilities of its businesses to continue to design and provide 
a wide range of financial services in a competitive market¬ 
place and to receive adequate compensation for such serv¬ 
ices. GECS is not a “captive finance company” or a vehicle 
for “off-balance-sheet financing” for GE; very little of GECS’ 
business is directly related to other GE operations. 

Despite the different business profiles of GE and GECS, 
the global commercial airline industry is one significant 
example of an important source of business for both. GE 
assumes financing positions primarily in support of engine 
sales, whereas GECS is a significant source of lease and loan 
financing for the industry (see details in note 17). Manage¬ 
ment believes that these financing positions are reasonably 
protected by collateral values and by its ability to control 
assets, either by ownership or security interests. 

The fundamental differences between GE and GECS are 
reflected in the measurements commonly used by investors, 
rating agencies and financial analysts. These differences will 
become clearer in the discussion that follows with respect to 
the more significant items in the financial statements. 

Statement of Financial Position 

Investment securities for each of the past two years comprised 
mainly investment-grade debt securities held by GECS’ spe¬ 
cialty insurance and annuity and investment businesses in 
support of obligations to policyholders and annuitants. The 
increase of $18.8 billion at GECS during 1996 was principal¬ 
ly related to acquisitions. A breakdown of the investment se¬ 
curities portfolio is provided in note 10. 

GE current receivables were $8.8 billion at the end of 1996, 
approximately the same as at year-end 1995, and included 
$6.6 billion due from customers at the end of both 1996 and 
1995. As a measure of asset utilization, customer receivables 
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turnover was 6.8 in 1996, compared with 6.7 in 1995. Cur¬ 
rent receivables other than amounts owed by customers are 
primarily amounts that did not originate from sales of GE 
goods or services, such as advances to suppliers in connec¬ 
tion with large contracts. 

GE inventories were $4.5 billion at December 31, 1996, up 
$0.1 billion from the end of 1995. As shown in the chart 
above, inventory turnover improved to 7.6 in 1996, com¬ 
pared with 6.9 in 1995, reflecting continuing improvements 
in inventory management. Last-in, first-out (LIFO) revalu¬ 
ations decreased $128 million in 1996, compared with de¬ 
creases of $87 million in 1995 and $197 million in 1994. 
Included in these changes were decreases of $58 million, 
$88 million and $72 million (1996, 1995 and 1994, respec¬ 
tively) that resulted from lower LIFO inventory levels. There 
were net cost decreases in 1996 and 1994 and no cost change 
in 1995. 

GECS financing receivables were $99.7 billion at year-end 
1996, net of allowance for doubtful accounts, up $6.4 billion 
over 1995. These receivables are discussed on page 38 and 
in notes 8 and 13. 

GECS other receivables were $16.0 billion and $12.9 billion 
at December 31, 1996 and 1995, respectively. The 1996 in¬ 
crease was attributable to insurance activities, particularly 
increases in premiums receivable and reinsurance recover- 
ables from acquired businesses as well as a general increase 
in underwriting activity. 

Property , plant and equipment (including equipment leased 
to others) was $28.8 billion at December 31, 1996, up $3.1 
billion from 1995. GE’s property, plant and equipment con¬ 
sists of investments for its own productive use, whereas the 
largest element of GECS’ investment is in equipment pro¬ 
vided to third parties on operating leases. Details by catego¬ 
ry of investment can be found in note 15. 

GE’s total expenditures for new plant and equipment 
during 1996 totaled $2.4 billion, up 33% from $1.8 billion 
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in 1995. Total expenditures for the past five years were 
$9.1 billion, of which 36% was investment for growth 
through new capacity and product development; 35% was 
investment in productivity through new equipment and 
process improvements; and 29% was investment for such 
other purposes as improvement of research and develop¬ 
ment facilities and safety and environmental protection. 

GECS’ additions to its equipment leased to others were 
$5.3 billion during 1996 ($4.5 billion during 1995), princi¬ 
pally reflecting a shift in auto lease volume from financing 
leases in 1995 to operating leases in 1996 and increased 
volume in aircraft. 

Intangible assets were $16.0 billion at year-end 1996, up 
from $11.7 billion at year-end 1995. GE intangibles in¬ 
creased to $7.4 billion from $6.6 billion at the end of 1995, 
principally as a result of goodwill related to certain broad¬ 
casting acquisitions. The $3.6 billion increase in GECS 
intangibles related to acquisitions. 

All other assets totaled $35.2 billion at year-end 1996, an 
increase of $7.2 billion from the end of 1995. GE other 
assets increased $1.3 billion, reflecting an increase in the 
prepaid pension asset and increased investments in associ¬ 
ated companies. The increase in GECS other assets of $5.9 
billion related principally to acquisitions and increased 
investments in associated companies. 

Insurance liabilities , reserves and annuity benefits were $61.3 
billion, $21.6 billion higher than in 1995. The increase was 
primarily attributable to acquisitions in 1996. For addition¬ 
al information on these liabilities, see note 20. 

Consolidated borrounngs aggregated $129.4 billion at Decem¬ 
ber 31,1996, compared with $115.5 billion at the end of 
1995. The major debt-rating agencies evaluate the financial 
condition of GE and of GE Capital (GECS* major public 
borrowing entity) differently because of their distinct busi¬ 
ness characteristics. Using criteria appropriate to each and 
considering their combined strength, those major rating 
agencies continue to give the highest ratings to debt of 
both GE and GE Capital. 

GE has committed to contribute capital to GE Capital 
in the event of either a significant, specified decrease in 
the ratio of GE Capital’s earnings to fixed charges or a 
failure to maintain a specified debt-to-equity ratio in the 
event certain GE Capital preferred stock is redeemed. GE 
also has guaranteed subordinated debt of GECS with a face 
amount of $1.0 billion at December 31, 1996 and 1995. 
Management believes the likelihood that GE will be re¬ 
quired to contribute capital under either the commitments 
or the guarantees is remote. 

GE’s total borrowings were $4.0 billion at year-end 1996 
($2.3 billion short-term, $1.7 billion long-term), an increase 


of about $0.1 billion from year-end 1995. GE’s total debt at 
the end of 1996 equaled 11.4% of total capital, down from 
11.6% at the end of 1995. 

GECS’ total borrowings were $125.6 billion at December 
31, 1996, of which $77.9 billion is due in 1997 and $47.7 
billion is due in subsequent years. Comparable amounts at 
the end of 1995 were $111.6 billion total, $62.8 billion due 
within one year and $48.8 billion due thereafter. GECS’ 
composite interest rates are discussed on page 38. A large 
portion of GECS’ borrowings ($54.2 billion and $41.2 bil¬ 
lion at the end of 1996 and 1995, respectively) was issued in 
active commercial paper markets that management believes 
will continue to be a reliable source of short-term financing. 
Most of this commercial paper was issued by GE Capital. 
The average remaining terms and interest rates of GE Capi¬ 
tal’s commercial paper were 42 days and 5.58% at the end 
of 1996, compared with 41 days and 5.88% at the end of 
1995. GE Capital’s leverage (ratio of debt to equity, exclud¬ 
ing from equity net unrealized gains on investment securi¬ 
ties) was 7.92 to 1 at the end of 1996 and 7.89 to 1 at the 
end of 1995. By comparison, including in equity net unre¬ 
alized gains on investment securities, GE Capital’s ratio of 
debt to equity was 7.84 to 1 at the end of 1996 and 7.59 to 1 
at the end of 1995. 

Interest rate and currency risk management 

Both GE and GECS are exposed to various types of risk, 
although the nature of their activities means that the re¬ 
spective risks are different. The multinational nature of 
GE’s operations and its relatively low level of borrowings 
means that currency management is more important than 
managing exposure to changes in interest rates. On the 
other hand, despite strong international growth, changes 
in interest rates remain the more significant exposure for 
GECS because of the potential effects of such changes on 
financing spreads. 

GE cash flows from operating activities 
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The relationship between interest rate changes and 
financing spreads is subject to many factors and cannot be 
forecasted with reliability. Although not necessarily predic¬ 
tive of future effects, management estimates that, all else 
constant, an increase of 100 basis points in interest rates for 
all of 1996 would have reduced GECS net earnings by ap¬ 
proximately $74 million. For comparison, the effect on 
1995 net earnings would have been $65 million. 

GE and GECS use various financial instruments, particu¬ 
larly interest rate, currency and basis swaps, but also futures, 
options and currency forwards, to manage their respective 
risks. GE and GECS are exclusively end users of these in¬ 
struments, which are commonly referred to as derivatives; 
neither GE nor GECS engages in trading, market-making 
or other speculative activities in the derivatives markets. 
Established practices require that derivative financial instru¬ 
ments relate to specific asset, liability or equity transactions 
or to currency exposures. 

More detailed information regarding these financial in¬ 
struments, as well as the strategies and policies for their use, 
is contained in notes 1,19 and 30. 

Statement of Cash Flows 

Because cash management activities of GE and GECS are 
separate and distinct, it is more useful to review their cash 
flows statements separately. 

GE 

GE’s cash and equivalents aggregated $1.0 billion at the end 
of 1996, about the same as at the end of 1995. During 1996, 
GE generated a record $9.1 billion in cash from operating 
activities, an increase of $3.0 billion over 1995, principally 
as a result of improvements in working capital, including 
progress collections, and earnings. The 1996 cash genera¬ 
tion provided most of the resources needed to repurchase 
$3.3 billion of GE common stock under share repurchase 
programs, to pay $3.1 billion in dividends to share owners, 
to invest $2.4 billion in new plant and equipment and to 
make $1.1 billion in acquisitions. 

Operating activities are the principal source of GE’s 
cash flows. Over the past three years, operating activities 
have provided more than $21 billion of cash. The principal 
application of this cash was distributions of more than 
$14 billion to share owners, both through payment of 
dividends ($8.3 billion) and through the share repurchase 
program ($6.4 billion) described below. Other applications 
included investment in new plant and equipment ($6.0 bil¬ 
lion) and reduction of debt ($0.9 billion). 

In December 1996, GE’s Board of Directors increased 
the authorization to repurchase Company common stock 
to $13 billion and authorized the program to continue 
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through 1998. Funds used for the share repurchase will be 
generated largely from free cash flow. 

Based on past performance and current expectations, 
in combination with the financial flexibility that comes 
with a strong balance sheet and the highest credit ratings, 
management believes that GE is in a sound position to 
complete the share repurchase program, to grow dividends 
in line with earnings, and to continue making long-term 
investments for future growth, including selective acquisi¬ 
tions and investments in joint ventures. Expenditures 
for new plant and equipment are expected to be about 
$2 billion in 1997, principally for productivity and growth. 

GECS 

One of GECS’ primary sources of cash is financing activities 
involving the continued rollover of short-term borrowings 
and appropriate addition of borrowings with a reasonable 
balance of maturities. Over the past three years, GECS bor¬ 
rowings with maturities of 90 days or less have increased by 
$4.3 billion. New borrowings of $82.2 billion having matu¬ 
rities longer than 90 days were added during those years, 
while $53.4 billion of such longer-term borrowings were 
retired. GECS also generated $26.7 billion from continuing 
operating activities. 

GECS’ principal use of cash has been investing in assets 
to grow its businesses. Of the $55.2 billion that GECS invest¬ 
ed over the past three years, $23.1 billion was used for addi¬ 
tions to financing receivables, $15.7 billion was used to invest 
in new equipment, principally for lease to others, and $11.8 
billion was used for acquisitions of new businesses. 

With the financial flexibility that comes with excellent 
credit ratings, management believes that GECS should be 
well positioned to meet the global needs of its customers 
for capital and to continue providing GE share owners with 
good returns. 
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Management's Discussion of Selected Financial Data 


Selected financial data summarizes on the opposite page 
some data frequently requested about General Electric 
Company. The data are divided into three sections: upper 
pordon — consolidated data; middle portion — GE data 
that reflect various conventional measurements for indus¬ 
trial enterprises; and lower portion — GECS data that reflect 
key information pertinent to financial services businesses. 
GE's total research and development expenditures were 
$1,886 million in 1996, about the same as in 1995. In 1996, 
expenditures from GE’s own funds were $1,421 million, an 
increase of 9% over 1995, reflecting continuing research 
and development work related to new product and process 
technologies. Such efforts include development work on the 
next generation of gas turbines, new process technologies 
to improve quality and performance and increase capacity 
in engineered materials, further advances in state-of-the-art 
diagnostic imaging technologies, and development of more 
powerful versions of the GE90 and the industry’s best-selling 
engine, the CFM56. Expenditures from funds provided by 
customers (mainly the U.S. government) were $465 million 
in 1996, down $128 million from 1995, primarily reflecting 
decreases in the F414 program at Aircraft Engines, which is 
nearing the end of the development phase, and, to a lesser 
extent, lower activity in the FI 18 engine program. 

GE's total backlog of firm unfilled orders at the end of 1996 
was $26.2 billion, compared with $25.7 billion at the end of 
1995. Of the total, $23.3 billion related to products, about 
48% of which was scheduled for delivery in 1997. Services 
orders are included in backlog at the end of 1996 for only 
the succeeding 12 months; such backlog was $2.9 billion. 
Orders constituting this backlog may be canceled or de¬ 
ferred by customers, subject in certain cases to cancellation 


penalties. See Industry Segments beginning on page 35 for 
further discussion on unfilled orders of relatively long-cycle 
manufacturing businesses. 

Regarding environmental matters, GE’s operations, like oper¬ 
ations of other companies engaged in similar businesses, in¬ 
volve the use, disposal and cleanup of substances regulated 
under environmental protection laws. 

In 1996, GE expended about $87 million for capital 
projects related to the environment. The comparable 
amount in 1995 was $75 million. These amounts exclude 
expenditures for remediation actions, which are principally 
expensed and are discussed below. Capital expenditures for 
environmental purposes have included pollution control 
devices — such as wastewater treatment plants, groundwater 
monitoring devices, air strippers or separators, and inciner¬ 
ators — at new and existing facilities constructed or upgrad¬ 
ed in the normal course of business. Consistent with policies 
stressing environmental responsibility, average annual capi¬ 
tal expenditures other than for remediation projects are 
presently expected to be about $85 million over the next 
two years. This level is in line with existing levels for new or 
expanded programs to build facilities or modify manufac¬ 
turing processes to minimize waste and reduce emissions. 

GE also is involved in a sizable number of remediation 
actions to clean up hazardous wastes as required by federal 
and state laws. Such statutes require that responsible parties 
fund remediation actions regardless of fault, legality of orig¬ 
inal disposal or ownership of a disposal site. Expenditures 
for site remediation actions amounted to approximately 
$76 million in 1996, the same as in 1995. It is presently 
expected that remediation actions will require average 
annual expenditures in the range of $80 million to $110 
million over the next two years. 


Year-end market capitalization 


GE share price activity 


(In billions) 




■ ■ 
I I I I 
I I I I 


$170 



68 


34 


(In dollars) 


► Close 
I High 
I Low 


1992 1993 1994 1995 1996 


111 
I I I I 


1992 1993 1994 1995 1996 


$110 



22 
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Selected Financial Data 


(Dollar amounts in millions; per-share amounts in dollars) 

1996 

1995 

1994 

1993 

1992 

General Electric Company and consolidated affiliates 






Revenues 

$ 79,179 

$ 70,028 

$ 60,109 

$ 55,701 

$ 53,051 

Earnings from continuing operations 

7,280 

6,573 

5,915 

4,184 

4,137 

Earnings (loss) from discontinued operations 

— 

— 

(U89) 

993 

588 

Effect of accounting change 

— 

— 

— 

(862) 

— 

Net earnings 

7,280 

6,573 

4,726 

4,315 

4,725 

Dividends declared 

3,138 

2,838 

2,546 

2,229 

1,985 

Earned on average share owners’ equity 

24.0% 

23.5% 

18.1% 

17.5% 

20.9$ 

Per share 






Earnings from continuing operations 

$ 4.40 

$ 3.90 

$ 3.46 

$ 2.45 

$ 2.41 

Earnings (loss) from discontinued operations 

— 

— 

(0.69) 

0.58 

0.34 

Effect of accounting change 

— 

— 

— 

(0.51) 

— 

Net earnings 

4.40 

3.90 

2.77 

2.52 

2.75 

Dividends declared 

1.90 

1.69 

1.49 

1.305 

1.16 

Stock price range 

106'/8-69'/2 

73*/s-49% 

54%-45 

53)4-40% 

4334-3631 

Total assets of continuing operations 

272,402 

228,035 

185,871 

166,413 

135,472 

Long-term borrowings 

49,246 

51,027 

36,979 

28,194 

25,298 

Shares outstanding — average (in thousands) 

1,653,697 

1,683,812 

1,708,738 

1,707,979 

1,714,396 

Share owner accounts — average 

486,000 

460,000 

458,000 

464,000 

481,000 

Employees at year end 






United States 

155,000 

150,000 

156,000 

157,000 

168,000 

Other countries 

84,000 

72,000 

60,000 

59,000 

58,000 

Discontinued operations (primarily U.S.) 

— 

— 

5,000 

6,000 

42,000 

Total employees 

239,000 

222,000 

221,000 

222,000 

268,000 

GE data 






Short-term borrowings 

$ 2,339 

$ 1,666 

$ 906 

$ 2,391 

$ 3,448 

Long-term borrowings 

1,710 

2,277 

2,699 

2,413 

3,420 

Minority interest 

477 

434 

382 

355 

350 

Share owners’ equity 

31,125 

29,609 

26,387 

25,824 

23,459 

Total capital invested 

$ 35,651 

$ 33,986 

$ 30,374 

$ 30,983 

$ 30,677 

Return on average total capital invested 

22.2% 

21.3% 

15.9% 

15.2% 

16.9$ 

Borrowings as a percentage of total capital invested 

11.4% 

11.6% 

11.9% 

15.5% 

22.4$ 

Working capital 

$ (2,147) 

$ 204 

$ 544 

$ (419) 

$ (822) 

Additions to property, plant and equipment 

2,389 

1,831 

1,743 

1,588 

1,445 

GECS data 






Revenues 

$ 32,713 

$ 26,492 

$ 19,875 

$ 17,276 

$ 14,418 

Earnings from continuing operations 

2,817 

2,415 

2,085 

1,567 

1,331 

Earnings (loss) from discontinued operations 

— 

— 

(1,189) 

240 

168 

Net earnings 

2,817 

2,415 

896 

1,807 

1,499 

Share owner’s equity 

14,276 

12,774 

9,380 

10,809 

8,884 

Minority interest 

2,530 

2,522 

1,465 

1,301 

994 

Borrowings from others 

125,621 

111,598 

91,399 

81,052 

72,360 

Ratio of debt to equity at GE Capital (a) 

7.92:1 

7.89:1 

7.94:1 

7.96:1 

7.91:1 

Total assets of GE Capital 

$200,816 

$160,825 

$130,904 

$117,939 

$ 92,632 

Reserve coverage on financing receivables 

2.63% 

2.63% 

2.63% 

2.63% 

2.63$ 

Insurance premiums written 

$ 8,185 

$ 6,158 

$ 3,962 

$ 3,956 

$ 2,900 

(a) Equity excludes net unrealized gains and losses on investment securities. 






Discontinued operations reflect the results of Kidder, Peabody, the GECS securities broker-dealer, in 1994, 1993 and 1992, and the results of discontinued 
GE Aerospace businesses in 1993 and 1992. The 1993 accounting change represents the adoption of SFAS No. 112, Employers’ Accounting for Postemployment 
Benefits. “GE" means the basis of consolidation as described in note 1 to the consolidated financial statements; “GECS” means General Electric Capital Services, 
Inc. and all of its affiliates and associated companies. Transactions between GE and GECS have been eliminated from the consolidated information. 


45 





































Management's Discussion of Financial Responsibility 


The financial data in this report, including the audited 
financial statements, have been prepared by management 
using the best available information and applying judg¬ 
ment. Accounting principles used in preparing the financial 
statements are those that are generally accepted in the 
United States. 

Management believes that a sound, dynamic system of 
internal financial controls that balances benefits and costs 
provides a vital ingredient for Company quality programs as 
well as the best safeguard for Company assets. Professional 
financial managers are responsible for implementing and 
overseeing the financial control system, reporting on man¬ 
agement’s stewardship of the assets entrusted to it by share 
owners and maintaining accurate records. 

GE is dedicated to the highest standards of integrity, 
ethics and social responsibility. This dedication is reflected 
in written policy statements covering, among other subjects, 
environmental protection, potentially conflicting outside 
interests of employees, compliance with antitrust laws, 
proper business practices, and adherence to the highest 
standards of conduct and practices in transactions with the 
U.S. government. Management continually emphasizes to 
all employees that even the appearance of impropriety can 
erode public confidence in the Company. Ongoing educa¬ 


tion and communication programs and review activities, 
such as those conducted by the Company’s Policy Compli¬ 
ance Review Board, are designed to create a strong com¬ 
pliance culture — one that encourages employees to raise 
their policy questions and concerns and that prohibits 
retribution for doing so. 

KPMG Peat Marwick LLP provide an objective, indepen¬ 
dent review of management’s discharge of its obligations 
relating to the fairness of reporting operating results and 
financial condition. Their report for 1996 appears below. 

The Audit Committee of the Board (consisting solely 
of Directors from outside GE) maintains an ongoing ap¬ 
praisal — on behalf of share owners — of the activities and 
independence of the Company’s independent auditors, 
the activities of its internal audit staff, financial reporting 
process, internal financial controls and compliance with 
key Company policies. 


John F. Welch,Jr. Dennis D. Dammerman 

Chairman of the Board and Senior Vice President, Finance, and 

Chief Executive Officer Chief Financial Officer 

February 7, 1997 




Independent Auditors' Report 


To Share Owners and Board of Directors of 
General Electric Company 

We have audited the accompanying statement of financial 
position of General Electric Company and consolidated 
affiliates as of December 31, 1996 and 1995, and the related 
statements of earnings and cash flows for each of the years 
in the three-year period ended December 31,1996. These 
consolidated financial statements are the responsibility of 
the Company’s management. Our responsibility is to ex¬ 
press an opinion on these consolidated financial statements 
based on our audits. 

We conducted our audits in accordance with generally 
accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable assur¬ 
ance about whether the financial statements are free of ma¬ 
terial misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in 
the financial statements. An audit also includes assessing 


the accounting principles used and significant estimates 
made by management, as well as evaluating the overall 
financial statement presentation. We believe that our audits 
provide a reasonable basis for our opinion. 

In our opinion, the aforementioned financial statements 
appearing on pages 28-33, 37, and 47-66 present fairly, in 
all material respects, the financial position of General Elec¬ 
tric Company and consolidated affiliates at December 31, 
1996 and 1995, and the results of their operations and their 
cash flows for each of the years in the three-year period 
ended December 31, 1996, in conformity with generally 
accepted accounting principles. 

KPMG Peat Marwick LLP 
Stamford, Connecticut 

February 7,1997 
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Notes to Consolidated Financial Statements 


fl 

■ Summary of Significant Accounting Policies 

Consolidation. The consolidated financial statements rep¬ 
resent the adding together of all affiliates — companies 
that General Electric directly or indirectly controls, either 
through majority ownership or otherwise. Results of associ¬ 
ated companies — generally companies that are 20% to 
50% owned and over which GE, directly or indirectly, has 
significant influence — are included in the financial state¬ 
ments on a “one-line” basis. 

Financial statement presentation. Financial data and related 
measurements are presented in the following categories. 

• GE . This represents the adding together of all affiliates 
other than General Electric Capital Services, Inc. 

(GECS), whose continuing operations are presented 
on a one-line basis. 

• GECS. This affiliate owns all of the common stock of 
General Electric Capital Corporation (GE Capital) and 
GE Global Insurance Holding Corporation (GE Global 
Insurance). GE Capital, GE Global Insurance and their 
respective affiliates are consolidated in the GECS 
columns and constitute its business. 

• Consolidated . These data represent the adding together of 
GE and GECS. 

The effects of transactions among related companies within 
and between each of the above-mentioned groups are elimi¬ 
nated. Transactions between GE and GECS are not material. 

Certain prior-year amounts have been reclassified to con¬ 
form to the 1996 presentation. 

The preparation of financial statements in conformity 
with generally accepted accounting principles requires 
management to make estimates and assumptions that affect 
reported amounts and related disclosures. Actual results 
could differ from those estimates. 

Sales of goods and services. A sale is recorded when title pass¬ 
es to the customer or when services are performed in accor¬ 
dance with contracts. 

GECS revenues from operations (earned income). Income on 
all loans is recognized on the interest method. Accrual of 
interest income is suspended at the earlier of the time at 
which collection of an account becomes doubtful or the 
account becomes 90 days delinquent. Interest income on 
impaired loans is recognized either as cash is collected or 
on a cost-recovery basis as conditions warrant. 

Financing lease income is recorded on the interest 
method so as to produce a level yield on funds not yet recov¬ 
ered. Estimated unguaranteed residual values of leased as¬ 
sets are based primarily on periodic independent appraisals 
of the values of leased assets remaining at expiration of the 
lease terms. 


Operating lease income is recognized on a straight-line 
basis over the terms of underlying leases. 

Origination, commitment and other nonrefundable fees 
related to fundings are deferred and recorded in earned 
income on the interest method. Commitment fees related to 
loans not expected to be funded and line-of-credit fees are 
deferred and recorded in earned income on a straight-line 
basis over the period to which the fees relate. Syndication 
fees are recorded in earned income at the time related serv¬ 
ices are performed unless significant contingencies exist. 

Premium income from insurance activities is discussed 
under GECS insurance accounting policies on page 48. 
Depreciation and amortization. The cost of most of GE’s man¬ 
ufacturing plant and equipment is depreciated using an 
accelerated method based primarily on a sum-of-the-years 
digits formula. 

The cost of GECS equipment leased to others on operat¬ 
ing leases is amortized, principally on a straight-line basis, 
to estimated net salvage value over the lease term or over 
the estimated economic life of the equipment. Depreciation 
of property and equipment used by GECS is recorded on 
either a sum-of-the-years digits formula or a straight-line 
basis over the lives of the assets. 

Recognition of losses on financing receivables and investments. 

GECS maintains an allowance for losses on financing re¬ 
ceivables at an amount that it believes is sufficient to provide 
adequate protection against future losses in the portfolio. 

When collateral is repossessed in satisfaction of a loan, 
the receivable is written down against the allowance for 
losses to estimated fair value less costs to sell, transferred 
to other assets and subsequently carried at the lower of 
cost or estimated fair value less costs to sell. This account¬ 
ing method has been employed principally for specialized 
financing transactions. 

Cash and equivalents. Marketable securities with original 
maturities of three months or less are included in cash 
equivalents unless designated as available for sale and 
classified as investment securities. 

Investment securities. Investments in debt securities that are 
not cash equivalents and marketable equity securities have 
been designated as available for sale. Those securities are 
reported at fair value, with net unrealized gains and losses 
included in equity, net of applicable taxes. Unrealized loss¬ 
es that are other than temporary are recognized in earn¬ 
ings. Realized gains and losses on investments are 
determined using the specific identification method. 
Inventories. All inventories are stated at the lower of cost or 
realizable values. Cost for virtually all of GE’s U.S. inven¬ 
tories is stated on a last-in, first-out (LIFO) basis. Cost 
of other inventories is primarily determined on a first-in, 
first-out (FIFO) basis. 
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Intangible assets. Goodwill is amortized over its estimated 
period of benefit on a straight-line basis; other intangible 
assets are amortized on appropriate bases over their esti¬ 
mated lives. No amortization period exceeds 40 years. Good¬ 
will in excess of associated expected operating cash flows is 
considered to be impaired and is written down to fair value. 
Interest rate and currency risk management. As a matter of 
policy, neither GE nor GECS engages in derivatives trad¬ 
ing, market-making or other speculative activities. 

GE and GECS use swaps primarily to optimize funding 
costs. To a lesser degree, and in combination with options 
and limit contracts, GECS uses swaps to stabilize cash flows 
from mortgage-related assets. 

Interest rate and currency swaps that modify borrowings 
or designated assets, including swaps associated with fore¬ 
casted commercial paper renewals, are accounted for on an 
accrual basis. Both GE and GECS require all other swaps, 
as well as futures, options and forwards, to be designated 
and accounted for as hedges of specific assets, liabilities or 
committed transactions; resulting payments and receipts 
are recognized contemporaneously with effects of hedged 
transactions. A payment or receipt arising from early termi¬ 
nation of an effective hedge is accounted for as an adjust¬ 
ment to the basis of the hedged transaction. 

Instruments used as hedges must be effective at reducing 
the risk associated with the exposure being hedged and 
must be designated as a hedge at the inception of the con¬ 
tract. Accordingly, changes in market values of hedge in¬ 
struments must be highly correlated with changes in market 
values of underlying hedged items both at inception of the 
hedge and over the life of the hedge contract. Any instru¬ 
ment designated but ineffective as a hedge is marked to 
market and recognized in operations immediately. 

GECS insurance accounting policies. Accounting policies for 
GECS insurance businesses are as follows: 

Premium income . Insurance premiums are reported as 
earned income as follows: 

• For property and casualty and accident and health risks 
contracts (including financial guaranty insurance), pre¬ 
miums are reported as earned income, generally on a pro 
rata basis, over the terms of related insurance policies or 
reinsurance treaties. 

• For retrospectively rated reinsurance contracts, premium 
adjustments are recorded based on estimated losses and 
loss expenses, taking into consideration both case and 
incurred-but-not-reported reserves. 

• For term and whole life contracts, premiums are reported 
as earned income when due under terms of respective 
policies. 

• For annuity and investment contracts — contracts that 
do not have significant mortality or morbidity risk — 
premiums are not reported as revenues, but as liabilities 
(included in “Insurance liabilities, reserves and annuity 
benefits”) and are adjusted according to terms of the 
respective policies. 


Deferred policy acquisition costs . Costs that vary with and are 
primarily related to the acquisition of new and renewal in¬ 
surance and investment contracts are deferred and amor¬ 
tized systematically over the respective policy terms. 

• For property and casualty and accident and health risks 
(including financial guaranty insurance), these costs are 
amortized pro rata over the contract periods in which the 
related premiums are earned. 

• For term and whole life contracts, these costs are amor¬ 
tized over the respective contract periods in proportion 
to either anticipated premium income or gross profit, as 
appropriate. 

• For annuity and investment contracts, these costs are 
amortized on the basis of anticipated gross profits. 

Periodically, deferred policy acquisition costs are reviewed 
for recoverability; anticipated investment income is consid¬ 
ered in making recoverability evaluations. 

Present value of future profits. The actuarially determined 
present value of anticipated net cash flows to be realized 
from insurance, annuity and investment contracts in force 
at the date of acquisition of life insurance enterprises is 
recorded as the present value of future profits (PVFP). 
Amortization of PVFP is based on gross profit projections 
from the underlying contracts, adjusted to reflect actual 
experience and any impairment. 



In November 1994, GE elected to terminate the operations 
of Kidder, Peabody Group Inc. (Kidder, Peabody), the GECS 
securities broker-dealer, by initiating an orderly liquidation 
of its assets and liabilities. As part of the liquidation plan, 
GE received securities of Paine Webber Group Inc. valued 
at $657 million in exchange for certain broker-dealer assets 
and operations. Summary operating results of the discon¬ 


tinued broker-dealer operations follow. 

(In millions) 1994 

Revenues $ 4,578 

Loss before income taxes $ (551) 

Income tax benefit 230 

Loss from discontinued operations (321) 

Provision for loss — net of income tax benefit of $266 (868) 

Loss from GECS securities broker-dealer $ (1,189) 


The 1994 provision of $868 million after taxes, shown 
in the summary above, was related to exit costs associated 
with liquidation of Kidder, Peabody. This liquidation has 
been substantially complete since mid-1995. In 1996, regu¬ 
latory authorities permitted Kidder, Peabody to de-register 
as a broker-dealer, releasing approximately $900 million 
of investments that were used to repay Kidder, Peabody 
borrowings. 
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GE Other Income 


(In millions) 

1996 

1995 

1994 

Royalty and technical agreements 

$391 

$453 

$395 

Associated companies 

Marketable securities and 

50 

111 

115 

bank deposits 

72 

70 

77 

Customer financing 

Other investments 

29 

26 

28 

Dividends 

79 

62 

62 

Interest 

18 

18 

21 

Other items 

(10) 

13 

85 


$629 

$753 

$783 



(In millions) 

1996 

1995 

1994 

Time sales, loan and 
other income 

$13,236 

$10,462 

$ 7,698 

Operating lease rentals 

4,341 

4,080 

3,802 

Financing leases 

3,485 

3,176 

2,539 

Investment income 

3,506 

2,542 

2,011 

Premium and commission 

income of insurance affiliates 

8,145 

6,232 

3,825 


$32,713 

$26,492 

$19,875 


Included in earned income from financing leases were 
pretax gains on the sale of equipment at lease completion 
of $115 million in 1996, $191 million in 1995 and $180 
million in 1994. 



Supplemental Cost Details 


Total expenditures for research and development were 
$1,886 million, $1,892 million and $1,741 million in 1996, 
1995 and 1994, respectively. The Company-funded portion 
aggregated $1,421 million in 1996, $1,299 million in 1995 
and $1,176 million in 1994. 


Rental expense under operating leases is shown below. 


(In millions) 

1996 

1995 

1994 

GE 

$512 

$523 

$514 

GECS 

547 

524 

468 


At December 31, 1996, minimum rental commitments 
under noncancelable operating leases aggregated $2,525 
million and $3,112 million for GE and GECS, respectively. 
Amounts payable over the next five years are shown below. 


(In millions) 

1997 

1998 

1999 

2000 

2001 

GE 

$401 

$342 

$274 

$197 

$173 

GECS 

471 

415 

375 

327 

302 


GE’s selling, general and administrative expense totaled 
$6,274 million in 1996, $5,743 million in 1995 and $5,211 
million in 1994. Insignificant amounts of interest were cap¬ 
italized by GE and GECS in 1996, 1995 and 1994. 

r 

Pension Benefits 

GE and its affiliates sponsor a number of pension plans. 
Principal pension plans are discussed below; other pension 
plans are not significant individually or in the aggregate. 
Principal pension plans are the GE Pension Plan and the GE 
Supplementary Pension Plan. 

The GE Pension Plan covers substantially all GE employ¬ 
ees in the United States as well as approximately two-thirds 
of such GECS employees. Generally, benefits are based on 
the greater of a formula recognizing career earnings or a 
formula recognizing length of service and final average 
earnings. Benefit provisions are subject to collective bar¬ 
gaining. At the end of 1996, the GE Pension Plan covered 
approximately 471,000 participants, including 137,000 
employees, 150,000 former employees with vested rights 
to future benefits, and 184,000 retirees and beneficiaries 
receiving benefits. 

The GE Supplementary Pension Plan is an unfunded plan 
providing supplementary retirement benefits primarily to 
higher-level, longer-service U.S. employees. 

Details of income for principal pension plans follow. 

Pension plan income 


(In millions) 

1996 

1995 

1994 

Actual return on plan assets 

$ 4,916 

$ 5,439 

$ 316 

Unrecognized portion of return 

(2,329) 

(3,087) 

1,951 

Service cost for benefits earned (a) 

(550) 

(469) 

(496) 

Interest cost on benefit obligation 

(1,593) 

(1,580) 

(1,491) 

Amortization 

265 

394 

294 

Total pension plan income 

$ 709 

$ 697 

$ 574 


(a) Net of employee contributions. 


Actual return on trust assets in 1996 was 17%, compared 
with the 9.5% assumed return on such assets. The effect of 
this higher return will be recognized in future years. 
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Funding policy for the GE Pension Plan is to contribute 
amounts sufficient to meet minimum funding requirements 
as set forth in employee benefit and tax laws plus such addi¬ 
tional amounts as GE may determine to be appropriate. 

GE has not made contributions since 1987 because the fully 
funded status of the GE Pension Plan precludes current tax 
deduction and because any Company contribution would 


require payment of annual excise taxes. 


Funded status of pension plans 



December 31 (In millions) 

1996 

1995 

Market-related value of assets 

$29,402 

$27,795 

Projected benefit obligation 

23,251 

23,119 


The market-related value of pension assets recognizes 
market appreciation or depreciation in the portfolio over 
five years, a method that reduces the short-term impact of 
market fluctuations. 

Plan assets are held in trust and consist mainly of com¬ 
mon stock and fixed-income investments. GE common stock 
represents about 5% of trust assets. 

An analysis of amounts shown in the Statement of Finan- 


cial Position is shown below. 

Prepaid pension asset 



December 31 (In millions) 

1996 

1995 

Current value of trust assets 

$ 33,686 

$ 30,200 

Add (deduct) unamortized balances 



SFAS No. 87 transition gain 

(615) 

(769) 

Experience gains 

(5,357) 

(2,127) 

Plan amendments 

1,012 

523 

Projected benefit obligation 

(23,251) 

(23,119) 

Pension liability 

637 

564 

Prepaid pension asset 

$ 6,112 

$ 5,272 


The accumulated benefit obligation was $22,176 million 
and $22,052 million at year-end 1996 and 1995, respective¬ 
ly; the vested benefit obligation was approximately equal to 
the accumulated benefit obligation at the end of both years. 

Actuarial assumptions and techniques used to determine costs 
and benefit obligations for principal pension plans follow. 

Actuarial assumptions 


December 31 

1996 

1995 

Discount rate 

7.5% 

7.0% 

Compensation increases 

4.5 

4.0 

Return on assets for the year 

9.5 

9.5 


Experience gains and losses, as well as the effects of 
changes in actuarial assumptions and plan provisions, are 
amortized over employees’ average future service period. 


Retiree Health and Life Benefits 

GE and its affiliates sponsor a number of retiree health and 
life insurance benefit plans. Principal retiree benefit plans 
are discussed below; other such plans are not significant 
individually or in the aggregate. 

Principal retiree benefit plans generally provide health and 
life insurance benefits to employees who retire under the 
GE Pension Plan with 10 or more years of service. Retirees 
share in the cost of their health care benefits. Benefit provi¬ 
sions are subject to collective bargaining. At the end of 
1996, these plans covered approximately 250,000 retirees 
and dependents. 


Details of cost for principal retiree benefit plans follow. 


Cost of retiree benefit plans 

(In millions) 

1996 

1995 

1994 

Retiree health plans 

Service cost for benefits earned 

$ 77 

$ 73 

$ 78 

Interest cost on benefit obligation 

166 

189 

191 

Amortization 

— 

(12) 

(4) 

Retiree health plan cost 

243 

250 

265 

Retiree life plans 

Service cost for benefits earned 

16 

13 

24 

Interest cost on benefit obligation 

106 

108 

105 

Actual return on plan assets 

(225) 

(329) 

(2) 

Unrecognized portion of return 

93 

206 

(120) 

Amortization 

12 

1 

8 

Retiree life plan cost (income) 

2 

(i) 

15 

Total cost 

$ 245 

$ 249 

$ 280 


Funding policy for retiree health benefits is generally to pay 
covered expenses as they are incurred. GE funds retiree life 
insurance benefits at its discretion and within limits im¬ 
posed by tax laws. 

Funded status of retiree benefit plans 


December 31 (In millions) 

1996 

1995 

Market-related value of assets 

$1,487 

$1,430 

Accumulated postretirement 



benefit obligation 

3,954 

4,089 


The market-related value of assets of retiree life plans 
recognizes market appreciation or depreciation in the 
portfolio over five years, a method that reduces the short¬ 
term impact of market fluctuations. 

Plan assets are held in trust and consist mainly of com¬ 
mon stock and fixed-income investments. GE common stock 
represents about 3% of trust assets. 
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An analysis of amounts shown in the Statement of Finan¬ 
cial Position is shown below. 

Retiree benefit liability/asset 

Health plans Life plans 

December 31 (In millions) 1996 1995 1996 1995 

Accumulated postretirement 


benefit obligation 


Retirees and dependents 

$1,889 $1,984 

$ 1,305 $ 1,314 

Employees eligible to retire 

86 

95 

45 

53 

Other employees 

440 

451 

189 

192 


2,415 

2,530 

1,539 

1,559 

Add (deduct) unamortized 





balances 





Experience losses 

(195) 

(292) 

(41) 

(199) 

Plan amendments 

157 

177 

109 

119 

Current value of trust assets 

— 

— 

(1,682) 

(1,556) 

Retiree benefit liability 





(prepaid asset) 

$2,377 $2,415 

$ (75) $ 

(77) 


Actuarial assumptions and techniques used to determine costs 
and benefit obligations for principal retiree benefit plans 
are shown below. 


Actuarial assumptions 


December 31 

1996 

1995 

Discount rate 

7.5% 

im 

Compensation increases 

4.5 

4.0 

Health care cost trend (a) 

8.0 

8.5 

Return on assets for the year 

9.5 

9.5 

(a) Gradually declining to 5.0% after 2002. 


Increasing the health care cost trend rates by one per¬ 
centage point would not have had a material effect on the 
December 31, 1996, accumulated postretirement benefit 
obligation or the annual cost of retiree health plans. 

Experience gains and losses, as well as the effects of 
changes in actuarial assumptions and plan provisions, are 
amortized over employees’ average future service period. 


The allowance for losses on small-balance receivables is 
determined principally on the basis of actual experience 
during the preceding three years. Further allowances are 
provided to reflect management’s judgment of additional 
loss potential. For other receivables, principally the larger 
loans and leases, the allowance for losses is determined pri¬ 
marily on the basis of management’s judgment of net loss 
potential, including specific allowances for known troubled 
accounts. The table below shows the activity in the allow¬ 
ance for losses on financing receivables during each of the 
past three years. 


(In millions) 

1996 

1995 

1994 

Balance at January 1 

$2,519 

$2,062 

$1,730 

Provisions charged to operations 
Net transfers related to 

1,033 

1,117 

873 

companies acquired or sold 

139 

217 

199 

Amounts written off — net 

(998) 

(877) 

(740) 

Balance at December 31 

$2,693 

$2,519 

$2,062 


All accounts or portions thereof deemed to be uncollect¬ 
ible or to require an excessive collection cost are written off 
to the allowance for losses. Small-balance accounts general¬ 
ly are written off when 6 to 12 months delinquent, although 
any balance judged to be uncollectible, such as an account 
in bankruptcy, is written down immediately to estimated 
realizable value. Large-balance accounts are reviewed at 
least quarterly, and those accounts with amounts that are 
judged to be uncollectible are written down to estimated 
realizable value. 


51 








































Provision for Income Taxes 




(In millions) 

1996 

1995 

1994 

GE 

Estimated amounts payable 

$2,235 

$1,696 

$1,305 

Deferred tax expense from 
temporary differences 

60 

363 

577 


2,295 

2,059 

1,882 

GECS 

Estimated amounts payable 

164 

434 

447 

Deferred tax expense from 
temporary differences 

1,067 

671 

417 


1,231 

1,105 

864 

Consolidated 

Estimated amounts payable 

2,399 

2,130 

1,752 

Deferred tax expense from 
temporary differences 

1,127 

1,034 

994 


$3,526 

$3,164 

$2,746 


GE includes GECS in filing a consolidated U.S. federal 
income tax return. The GECS provision for estimated taxes 
payable includes its effect on the consolidated return. 

Estimated consolidated amounts payable includes 
amounts applicable to non-U.S. jurisdictions of $1,204 
million, $721 million and $453 million in 1996, 1995 and 
1994, respectively. 

Deferred income tax balances reflect the impact of tem¬ 
porary differences between the carrying amounts of assets 
and liabilities and their tax bases and are stated at enacted 
tax rates expected to be in effect when taxes are actually 
paid or recovered. See note 22 for details. 

Except for certain earnings that GE intends to reinvest 
indefinitely, provision has been made for the estimated U.S. 
federal income tax liabilities applicable to undistributed 
earnings of affiliates and associated companies. 

Consolidated U.S. income before taxes was $8.0 billion 
in 1996, $7.6 billion in 1995 and $7.3 billion in 1994. The 
corresponding amounts for non-U.S. based operations were 
$2.8 billion in 1996, $2.1 billion in 1995 and $1.4 billion 
in 1994. 


Reconciliation of U.S. federal Consolidated GE GECS 


statutory tax rate to actual rate 



1996 

1995 

1994 

1996 

1995 

1994 

1996 

1995 

1994 

Statutory U.S. federal income tax rate 

Increase (reduction) in rate resulting from: 

35.0% 

35.0% 

35.0% 

35.0% 

35.0% 

35.0% 

35.0% 

35.0% 

35.0% 

Inclusion of after-tax earnings of GECS 










in before-tax earnings of GE 

— 

— 

— 

(10.3) 

(9.8) 

(9.4) 

— 

— 

— 

Amortization of goodwill 

1.1 

1.1 

1.1 

0.8 

0.8 

0.8 

1.2 

1.1 

1.0 

Tax-exempt income 

(2.0) 

(2.1) 

(2.4) 

— 

— 

— 

(5.4) 

(5.8) 

(6.9) 

Foreign Sales Corporation tax benefits 

(0.7) 

(0.9) 

(1.1) 

(0.6) 

(1.1) 

(1.2) 

(0.3) 

— 

— 

Dividends received, not fully taxable 

(0.6) 

(0.5) 

(0.5) 

(0.2) 

(0.2) 

(0.3) 

(1.1) 

(0.8) 

(0.8) 

All other — net 

(0-2) 

(0-1) 

(0-4) 

(0-7) 

(0.8) 

(0.8) 

1.0 

1.9 

1.0 


(2.4) 

(2-5) 

(3.3) 

(11-0) 

(11.1) 

(10.9) 

(4.6) 

(3.6) 

(5-7) 

Actual income tax rate 

32.6% 

32.5% 

31.7% 

24.0% 

23.9% 

24.1% 

30.4% 

31.4% 

29.3% 


— 

— 

— 

— 

— 

— 

— 

— 

— 
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GECS Investment Securities 


Gross Gross 

Amortized unrealized unrealized Estimated 


(In millions) 

cost 

gains 

losses 

fair value 

December 31,1996 





Debt securities 





U.S. corporate 

$22,080 

$ 308 

$(641) 

$21,747 

State and municipal 

10,232 

399 

(34) 

10,597 

Mortgage-backed 

11,072 

297 

(108) 

11,261 

Corporate — non-U.S. 

5,587 

142 

(13) 

5,716 

Government — non-U.S. 

3,347 

99 

(2) 

3,444 

U.S. government and 



(7) 

2,367 

federal agency 

2,340 

34 

Equity securities 

4,117 

677 

(54) 

4,740 


858,775 

$1,956 

$(859) 

$59,872 

December 31,1995 





Debt securities 





U.S. corporate 

$12,313 

$ 463 

$ (63) 

$12,713 

State and municipal 

9,460 

570 

(11) 

10,019 

Mortgage-backed 

5,991 

255 

(65) 

6,181 

Corporate — non-U.S. 

3,764 

98 

(34) 

3,828 

Government — non-U.S. 

3,123 

115 

(3) 

3,235 

U.S. government and 


77 

(3) 

1,891 

federal agency 

1,817 

Equity securities 

2,843 

412 

(59) 

3,196 


$39,311 

$1,990 

$(238) 

$41,063 


The majority of mortgage-backed securities shown in the 
table above are collateralized by U.S. residential mortgages. 
Mortgage-backed securities are subject to prepayment risk, 
which affects yield but does not impair recovery of principal. 

At December 31, 1996, contractual maturities of debt 
securities, other than mortgage-backed securities, were as 
follows: 


GECS contractual maturities 
(excluding mortgage-backed securities) 

Amortized Estimated 

(In millions) cost fair value 


Due in 

1997 $ 2,569 $ 2,579 

1998-2001 10,705 10,261 

2002-2006 10,749 11,052 

2007 and later 19,563 19,979 


It is expected that actual maturities will differ from con¬ 
tractual maturities because borrowers have the right to call 
or prepay certain obligations, sometimes without call or 
prepayment penalties. Proceeds from sales of investment 
securities in 1996 were $11,868 million ($11,017 million 
in 1995 and $5,821 million in 1994). Gross realized gains 
were $638 million in 1996 ($503 million in 1995 and $281 
million in 1994). Gross realized losses were $190 million 
in 1996 ($157 million in 1995 and $112 million in 1994). 


GE Current Receivables 


December 31 (In millions) 

1996 

1995 

Aircraft Engines 

$1,389 

$1,373 

Appliances 

713 

595 

Broadcasting 

698 

556 

Industrial Products and Systems 

1,574 

1,525 

Materials 

1,068 

1,322 

Power Generation 

2,463 

2,334 

Technical Products and Services 

698 

692 

All Other 

86 

94 

Corporate 

377 

631 


9,066 

9,122 

Less allowance for losses 

(240) 

(231) 


$8,826 

$8,891 


Of receivables balances at December 31, 1996 and 1995, 
before allowance for losses, $6,629 million and $6,582 mil¬ 
lion, respectively, were from sales of goods and services to 
customers, and $290 million and $293 million, respectively, 
were from transactions with associated companies. 

Current receivables of $326 million at year-end 1996 and 
$322 million at year-end 1995 arose from sales, principally 
of aircraft engine goods and services, on open account to 
various agencies of the U.S. government, which is GE’s 
largest single customer. About 5% of GE’s sales of goods 
and services were to the U.S. government in 1996 (about 
5% and 6% in 1995 and 1994, respectively). 



December 31 (In millions) 

1996 

1995 

Raw materials and work in process 

$ 3,028 

$ 3,205 

Finished goods 

2,404 

2,277 

Unbilled shipments 

258 

258 


5,690 

5,740 

Less revaluation to LIFO 

(1,217) 

(1,345) 


$ 4,473 

$ 4,395 


LIFO revaluations decreased $128 million in 1996, com¬ 
pared with decreases of $87 million in 1995 and $197 mil¬ 
lion in 1994. Included in these changes were decreases of 
$58 million, $88 million and $72 million in 1996, 1995 and 
1994, respectively, that resulted from lower LIFO inventory 
levels. There were net cost decreases in 1996 and 1994, and 
no cost change in 1995. As of December 31, 1996, GE is ob¬ 
ligated to acquire raw materials at market prices through 
the year 2003 under various take-or-pay or similar arrange¬ 
ments. Annual minimum commitments under these 
arrangements are insignificant. 
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GECS Financing Receivables (investments in 
time sales, loans and financing leases) 


December 31 (In millions) 

1996 

1995 

Time sales and loans 

Consumer services 

$ 40,479 

$33,430 

Specialized financing 

14,584 

18,230 

Mid-market financing 

9,914 

8,795 

Equipment management 

760 

1,371 

Specialty insurance 

339 

189 

Deferred income 

66,076 

(3,244) 

62,015 

(2,424) 

Time sales and loans — net 

62,832 

59,591 

Investment in financing leases 

Direct financing leases 

36,576 

33,291 

Leveraged leases 

2,999 

2,909 

Investment in financing leases 

39,575 

36,200 

Less allowance for losses 

102,407 

(2,693) 

95,791 

(2,519) 


$ 99,714 

$93,272 


Time sales and loans represents transactions in a variety 
of forms, including time sales, revolving charge and credit, 
mortgages, installment loans, intermediate-term loans and 
revolving loans secured by business assets. The portfolio in¬ 
cludes time sales and loans carried at the principal amount 
on which finance charges are billed periodically, and time 
sales and loans carried at gross book value, which includes 
finance charges. At year-end 1996 and 1995, specialized 
financing and consumer services loans included $12,075 
million and $13,405 million, respectively, for commercial 
real estate loans. Note 17 contains information on airline 
loans and leases. 

At December 31, 1996, contractual maturities for time 
sales and loans were $28,128 million in 1997; $12,504 
million in 1998; $7,255 million in 1999; $5,279 million in 
2000; $3,743 million in 2001; and $9,167 million thereafter 
— aggregating $66,076 million. Experience has shown 


that a substantial portion of receivables will be paid prior 
to contractual maturity. Accordingly, the maturities of time 
sales and loans are not to be regarded as forecasts of future 
cash collections. 

Investment in financing leases consists of direct financ¬ 
ing and leveraged leases of aircraft, railroad rolling stock, 
autos, other transportation equipment, data processing 
equipment and medical equipment, as well as other manu¬ 
facturing, power generation, mining and commercial 
equipment and facilities. 

As the sole owner of assets under direct financing leases 
and as the equity participant in leveraged leases, GECS is 
taxed on total lease payments received and is entitled to tax 
deductions based on the cost of leased assets and tax de¬ 
ductions for interest paid to third-party participants. GECS 
generally is entitled to any residual value of leased assets. 

Investment in direct financing and leveraged leases 
represents unpaid rentals and estimated unguaranteed 
residual values of leased equipment, less related deferred 
income. GECS has no general obligation for principal and 
interest on notes and other instruments representing third- 
party participation related to leveraged leases; such notes 
and other instruments have not been included in liabilities 
but have been offset against the related rentals receivable. 
GECS’ share of rentals receivable on leveraged leases is 
subordinate to the share of other participants who also 
have security interests in the leased equipment. 

At December 31, 1996, contractual maturities for rentals 
receivable under financing leases were $12,890 million in 
1997; $9,759 million in 1998; $6,716 million in 1999; $3,616 
million in 2000; $2,071 million in 2001; and $8,744 million 
thereafter — aggregating $43,796 million. As with time 
sales and loans, experience has shown that a portion of 
these receivables will be paid prior to contractual maturity, 
and these amounts should not be regarded as forecasts of 
future cash flows. 


Net investment in financing leases Total financing leases Direct financing leases Leveraged leases 


December 31 (In millions) 

1996 

1995 

1996 

1995 

1996 

1995 

Total minimum lease payments receivable 

$ 54,009 

$ 50,059 

$40,555 

$37,434 

$ 13,454 

$12,625 

Less principal and interest on third-party nonrecourse debt 

(10,213) 

(9,329) 

— 

— 

(10,213) 

(9,329) 

Net rentals receivable 

43,796 

40,730 

40,555 

37,434 

3,241 

3,296 

Estimated unguaranteed residual value of leased assets 

6,248 

5,768 

4,906 

4,630 

1,342 

1,138 

Less deferred income 

(10,469) 

(10,298) 

(8,885) 

(8,773) 

(1,584) 

(1,525) 

Investment in financing leases (as shown above) 

Less amounts to arrive at net investment 

39,575 

36,200 

36,576 

33,291 

2,999 

2,909 

Allowance for losses 

(720) 

(745) 

(641) 

(669) 

(79) 

(76) 

Deferred taxes arising from financing leases 

(7,488) 

(6,243) 

(4,077) 

(3,215) 

(3,411) 

(3,028) 

Net investment in financing leases 

$ 31,367 

$ 29,212 

$31,858 

$29,407 

$ (491) 

$ (195) 
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Nonearning consumer receivables, primarily private- 
label credit card receivables, amounted to $926 million and 
$671 million at December 31,1996 and 1995, respectively. 

A majority of these receivables were subject to various loss¬ 
sharing arrangements that provide full or partial recourse 
to the originating private-label entity. Nonearning and re¬ 
duced-earning receivables other than consumer receivables 
were $471 million and $464 million at year-end 1996 and 
1995, respectively. 

“Impaired” loans are defined by generally accepted 
accounting principles as loans for which it is probable that 
the lender will be unable to collect all amounts due accord¬ 
ing to original contractual terms of the loan agreement. 
That definition excludes, among other things, leases or 
large groups of smaller-balance homogenous loans, and 
therefore applies principally to GECS commercial loans. 

Under these principles, GECS has two types of “impaired” 
loans as of December 31, 1996 and 1995: loans requiring 
allowances for losses ($583 million and $647 million, 
respectively) and loans expected to be fully recoverable 
because the carrying amount has been reduced previously 
through charge-offs or deferral of income recognition 
($187 million and $220 million, respectively); allowances 
for losses on these loans were $222 million and $285 mil¬ 
lion, respectively. Average investment in these loans during 
1996 and 1995 was $842 million and $1,037 million, respec¬ 
tively, before allowance for losses; interest income earned, 
principally on the cash basis, while they were considered 
impaired was $30 million and $49 million in 1996 and 
1995, respectively. 



This account includes reinsurance recoverables of $4,403 
million and $4,547 million and premiums receivable of 
$3,860 million and $3,001 million at year-end 1996 and 
1995, respectively. Also included are amounts for accrued 
investment income, trade receivables, operating lease re¬ 
ceivables, insurance policy loans and a variety of sundry 
items. 


and Equipment 

(including equipment leased to others) 


December 31 (In millions) 

1996 

1995 

Original cost 

GE 

Land and improvements 

$ 476 

$ 496 

Buildings, structures and related 
equipment 

6,315 

6,063 

Machinery and equipment 

17,824 

17,184 

Leasehold costs and manufacturing 
plant under construction 

1,308 

1,100 

Other 

27 

24 


25,950 

24,867 

GECS 

Buildings and equipment 

3,075 

2,616 

Equipment leased to others 

Vehicles 

6,789 

4,948 

Aircraft (a) 

6,647 

5,682 

Marine shipping containers 

3,053 

3,253 

Railroad rolling stock 

2,093 

1,811 

Other 

3,177 

2,769 


24,834 

21,079 


$50,784 

$45,946 

Accumulated depreciation 
and amortization 

GE 

$15,118 

$14,633 

GECS 

Buildings and equipment 

1,246 

964 

Equipment leased to others (a) 

5,625 

4,670 


$21,989 

$20,267 

(a) Includes $190 and $101, net, of commercial aircraft off-lease in 1996 

and 1995, respectively. 




Amortization of GECS equipment leased to others was 
$1,848 million, $1,702 million and $1,435 million in 1996, 
1995 and 1994, respectively. Noncancelable future rentals 
due from customers for equipment on operating leases at 
year-end 1996 totaled $9,093 million and are due as follows: 
$2,908 million in 1997; $1,923 million in 1998; $1,128 mil¬ 
lion in 1999; $686 million in 2000; $446 million in 2001; 
and $2,002 million thereafter. 

Statement of Financial Accounting Standards (SFAS) 

No. 121, Accounting for the Impairment of Long-Lived Assets and 
for Long-Lived Assets to be Disposed Of specifies circumstances 
in which certain long-lived assets must be reviewed for im¬ 
pairment. If such review indicates that the carrying amount 
of an asset exceeds the sum of its expected future cash flows, 
the asset’s carrying value must be written down to fair value. 
Adoption of this standard on January 1, 1996, did not have 
a material effect on the financial position or results of oper¬ 
ations of GE or GECS. 
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December 31 (In millions) 

1996 

1995 

GE 



Goodwill 

$ 6,676 

$ 5,901 

Other intangibles 

691 

742 


7,367 

6,643 

GECS 



Goodwill 

5,847 

3,984 

Present value of future profits (PVEP) 

2,438 

624 

Other intangibles 

355 

403 


8,640 

5,011 


$16,007 

$11,654 


GE intangible assets are shown net of accumulated 
amortization of $2,637 million in 1996 and $2,347 million 
in 1995. GECS intangible assets are net of accumulated 
amortization of $1,988 million in 1996 and $1,352 million 
in 1995. 

GECS’ year-end 1996 PVEP balance includes $1,896 mil¬ 
lion related to life insurance enterprises acquired during 
1996. PVFP amortization, which is on an accelerated basis 
and net of interest, is projected to range from 11% to 8% 
of the year-end 1996 unamortized balance for each of the 
next five years. 



Aii Other Assets 


December 31 (In millions) 

1996 

1995 

GE 



Investments 



Associated companies (a) 

$ 1,526 

$ 1,201 

Other 

1,591 

1,672 


3,117 

2,873 

Prepaid pension asset 

6,112 

5,272 

Other 

3,948 

3,756 


13,177 

11,901 

GECS 



Investments 



Assets acquired for resale 

2,993 

3,558 

Associated companies (a) 

4,916 

3,566 

Real estate ventures 

2,469 

2,004 

Other 

2,095 

2,072 


12,473 

11,200 

Separate accounts 

3,516 

— 

Mortgage servicing rights 

1,663 

1,688 

Deferred insurance acquisition costs 

1,720 

1,336 

Other 

2,662 

1,868 


22,034 

16,092 

$35,211 

$27,993 


(a) Includes advances. 


In line with industry practice, sales of commercial jet 
aircraft engines often involve long-term customer financ¬ 
ing commitments. In making such commitments, it is GE’s 
general practice to require that it have or be able to estab¬ 
lish a secured position in the aircraft being financed. Un¬ 
der such airline financing programs, GE had issued loans 
and guarantees (principally guarantees) amounting to 
$1,514 million at year-end 1996 and $1,433 million at year- 
end 1995; and it had entered into commitments totaling 
$1,554 million and $1,505 million at year-end 1996 and 
1995, respectively, to provide financial assistance on future 
aircraft engine sales. Estimated fair values of the aircraft 
securing these receivables and associated guarantees 
exceeded the related account balances and guaranteed 
amounts at December 31, 1996. GE sells certain long-term 
receivables from the airline industry with recourse. Pro¬ 
ceeds from such sales amounted to $141 million in 1996 
and $297 million in 1995. No receivables were sold in 1994. 
Balances outstanding were $424 million and $487 million 
at December 31, 1996 and 1995, respectively. GECS acts as 
a lender and lessor to the commercial airline industry. At 
December 31,1996 and 1995, the balance of such GECS 
loans, leases and equipment leased to others was $8,240 
million and $8,337 million, respectively. In addition, at 
December 31, 1996, GECS had issued financial guarantees 
and funding commitments of $221 million ($409 million 
at year-end 1995) and had placed multiyear orders for vari¬ 
ous Boeing and Airbus aircraft with list prices of approxi¬ 
mately $6.5 billion. 

At year-end 1996, the National Broadcasting Company 
had $7,744 million of commitments to acquire broadcast 
material and the rights to broadcast television programs, 
including U.S. television rights to future Olympic games, 
and commitments under long-term television station affili¬ 
ation agreements that require payments through the year 
2008. 

In connection with numerous projects, primarily power 
generation bids and contracts, GE had issued various bid 
and performance bonds and guarantees totaling $3,250 
million at year-end 1996 and $2,462 million at year-end 
1995. 

Separate accounts represent investments controlled by 
policyholders and are associated with identical amounts 
reported as insurance liabilities in note 20. 

SFAS No. 122, Accounting for Mortgage Servicing Rights, re¬ 
quires that capitalized rights to service mortgage loans be 
assessed for impairment by individual risk stratum by com¬ 
paring each stratum’s carrying amount with its fair value. 
Impairment, if any, is recognized as a charge to earnings. 
Adoption of this standard on January 1, 1996, did not have 
a material effect on the financial position or results of oper¬ 
ations of GE or GECS. 
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GE All Other Current Costs and Expenses Accrued 


At year-end 1996 and 1995, this account included taxes 
accrued of $2,487 million and $1,598 million, respectively, 
and compensation and benefit accruals of $1,315 million 
and $1,233 million, respectively. Also included are amounts 
for product warranties, estimated costs on shipments billed 
to customers and a variety of sundry items. 



Borrowings 


Short-term borrowings 


1996 


1995 


December 31 Average Average 


(In millions) 

Amount 

rate 

Amount 

rate 

GE 





Commercial paper (U.S.) 

$ 914 

5.41% 

$ 403 

5.72% 

Payable to banks 

204 

8.58 

266 

8.18 

Current portion of 





long-term debt 

551 

6.39(a) 

697 

7.49(a) 

Other 

670 


300 



2,339 


1,666 


GECS 





Commercial paper 





U.S. 

50,435 

5.68 

37,432 

5.82 

Non-U.S. 

3,737 

4.30 

3,796 

6.33 

Current portion of 





long-term debt 

16,471 

6.17(a) 

15,719 

6.51(a) 

Other 

7,302 


5,861 



77,945 


62,808 


Eliminations 

(84) 


(id 



$80,200 


$64,463 



Long-term borrowings 



1996 




December 31 

average 




(In millions) 

rate (a) 

Maturities 

1996 

1995 

GE 





Senior notes 

7.91% 1998-2000 

$ 506 

$ 988 

Payable to banks 
Industrial development/ 

7.56 

1998-2005 

312 

482 

pollution control bonds 

3.63 

1998-2019 

244 

260 

Other (b) 



648 

547 




1,710 

2,277 

GECS 

Senior notes 

6.18 

1998-2055 

46,680 

47,794 

Subordinated notes (c) 

7.88 

2006-2035 

996 

996 




47,676 

48,790 

Eliminations 



(140) 

(40) 




$49,246 

$51,027 


Borrowings of GE and GECS are addressed below from 
two perspectives — liquidity and interest rate management. 
Additional information about borrowings and associated 
swaps can be found in note 30. 

Liquidity requirements of GE and GECS are principally met 
through the credit markets. Maturities of long-term borrow¬ 
ings during the next five years follow. 


(In millions) 

1997 

1998 

1999 

2000 

2001 

GE 

$ 551 

$ 1,043 

$ 49 

$ 70 

$ 36 

GECS 

16,471 

14,414 

7,986 

5,433 

3,773 


Confirmed credit lines of approximately $3.6 billion had 
been extended to GE by 23 banks at year-end 1996. Substan¬ 
tially all of GE’s credit lines are available to GECS and its 
affiliates in addition to their own credit lines. 

At year-end 1996, GECS and its affiliates had committed 
lines of credit aggregating $20.4 billion, including $11.2 
billion of revolving credit agreements pursuant to which 
it has the right to borrow funds for periods exceeding one 
year. A total of $1.7 billion of GE Capital’s credit lines is 
available for use by GE. 

During 1996, neither GE nor GECS borrowed under any 
of these credit lines. Both GE and GECS compensate certain 
banks for credit facilities in the form of fees, which were 
insignificant in each of the past three years. 

Interest rates are managed by GECS in light of the anticipat¬ 
ed behavior, including prepayment behavior, of assets in 
which debt proceeds are invested. A variety of instruments, 
including interest rate and currency swaps, are employed 
to achieve management’s interest rate objectives. Effective 
interest rates are lower under these “synthetic” positions 
than could have been achieved by issuing debt directly. 

The following table shows GECS borrowing positions 
considering the effects of swaps. 

Effective borrowings (including swaps) 


December 31 (In millions) 

1996 

1995 

Short-term 

$46,450 

$38,508 

Long-term (including current portion) 
Fixed rate (a) 

$56,190 

$49,582 

Floating rate 

22,981 

23,508 

Total long-term 

$79,171 

$73,090 


(a) Includes the notional amount of long-term interest rate swaps that 
effectively convert the floating-rate nature of short-term borrowings 
to fixed rates of interest. 


At December 31, 1996, interest rate swap maturities 
ranged from 1997 to 2029, and weighted average interest 
rates for “synthetic” fixed-rate borrowings were 6.45% 
(6.62% at year-end 1995). 


(a) Includes the effects of associated interest rate and currency swaps. 

(b) Includes a variety of obligations having various interest rates and 
maturities, including certain borrowings by parent operating com¬ 
ponents and affiliates. 

(c) Guaranteed by GE. 
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and Annuity Benefits 


December 31 (In millions) 

1996 

1995 

Annuity and investment contract benefits 

$20,210 

$14,007 

Life insurance benefits and other (a) 
Unpaid claims and claims adjustment 

19,784 

9,223 

expenses 

13,184 

12,662 

Unearned premiums 

4,633 

3,807 

Separate accounts (see note 17) 

3,516 

$61,327 

$39,699 


(a) Life insurance benefits are accounted for mainly by a net-level- 

premium method using estimated yields generally ranging from 5% 
to 9% in both 1996 and 1995. 


The liability for unpaid claims and claims adjustment 
expenses, principally property and casualty reserves, con¬ 
sists of both case and incurred-but-not-reported reserves. 
Where experience is not sufficient to determine reserves, 
industry averages are used. Estimated amounts of salvage 
and subrogation recoverable on paid and unpaid losses are 
deducted from outstanding losses. A summary of activity 
for this liability follows. 


(In millions) 

1996 

1995 

1994 

Balance at January 1 — gross 

$12,662 

$ 7,032 

$ 6,405 

Less reinsurance recove rabies 

(1,853) 

(1,084) 

(1,142) 

Balance at January 1 — net 

10,809 

5,948 

5,263 

Claims and expenses incurred 




Current year 

4,087 

3,268 

2,016 

Prior years 

104 

492 

558 

Claims and expenses paid 




Current year 

(1,357) 

(706) 

(543) 

Prior years 

(2,373) 

(1,908) 

(1,432) 

Claim reserves related to 




acquired companies 

309 

3,696 

49 

Other 

(217) 

19 

37 

Balance at December 31 — net 

11,362 

10,809 

5,948 

Add reinsurance recove rabies 

1,822 

1,853 

1,084 

Balance at December 31 — gross 

$13,184 

$12,662 

$ 7,032 


Prior-year claims and expenses incurred in the above 
table resulted principally from settling claims established 
in earlier accident years for amounts that differed from 
expectations. 

Financial guarantees and credit life risk of insurance 
affiliates are summarized below. 


December 31 (In millions) 

1996 

1995 

Guarantees, principally on municipal 
bonds and structured finance issues 

$140,575 

$119,516 

Mortgage insurance risk in force 

36,279 

32,599 

Credit life insurance risk in force 

25,961 

13,670 

Less reinsurance 

(32,413) 

(21,749) 


$170,402 

$144,036 


Insurance risk is ceded on both a pro rata and an excess 
basis. When GECS cedes insurance to third parties, it is not 
relieved of its primary obligation to policyholders. Losses 
on ceded risks give rise to claims for recovery; allowances 
are established for such receivables from reinsurers. 

The effects of reinsurance on premiums written and 
premiums and commissions earned were as follows: 


(In millions) 

1996 

1995 

1994 

Premiums written 




Direct 

$ 3,926 

$2,984 

$1,816 

Assumed 

5,455 

3,978 

2,696 

Ceded 

(1,196) 

(804) 

(550) 


$ 8,185 

$6,158 

$3,962 

Premiums and commissions earned 




Direct 

$ 3,850 

$2,604 

$1,787 

Assumed 

5,353 

4,414 

2,596 

Ceded 

(1,058) 

(786) 

(558) 


$ 8,145 

$6,232 

$3,825 


Reinsurance recoveries recognized as a reduction of insur¬ 
ance losses and policyholder and annuity benefits amount¬ 
ed to $937 million, $459 million and $434 million for the 
years ended December 31, 1996, 1995 and 1994, respectively. 



This account includes noncurrent compensation and benefit 
accruals at year-end 1996 and 1995 of $5,177 million and 
$4,858 million, respectively. Also included are amounts for 
deferred incentive compensation, deferred income, product 
warranties and a variety of sundry items. 

Statement of Position No. 96-1, Environmental Remediation 
Liabilities , provides authoritative guidance on the recogni¬ 
tion, measurement, display and disclosure of environmental 
remediation liabilities. The early adoption of this standard 
as of January 1,1996, did not have a material effect on the 
financial position or results of operations of GE. 

GE is involved in numerous remediation actions to clean 
up hazardous wastes as required by federal and state laws. 
Liabilities for remediation costs at each site are based on 
management’s best estimate of undiscounted future costs 
excluding possible insurance recoveries. When there ap¬ 
pears to be a range of possible costs with equal likelihood, 
liabilities are based on the lower end of such range. Uncer¬ 
tainties about the status of laws, regulations, technology 
and information related to individual sites make it difficult 
to develop a meaningful estimate of the reasonably possible 
aggregate environmental remediation exposure. However, 
even in the unlikely event that remediation costs amounted 
to the high end of the range of costs for each site, the result¬ 
ing additional liability would not be material to GE’s finan¬ 
cial position, results of operations or liquidity. 
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Aggregate deferred tax amounts are summarized below. 


December 31 (In millions) 

1996 

1995 

Assets 

GE 

$ 4,097 

$ 3,851 

GECS 

3,310 

1,974 


7,407 

5,825 

Liabilities 

GE 

4,630 

4,359 

GECS 

11,050 

9,176 


15,680 

13,535 

Net deferred tax liability 

$ 8,273 

$ 7,710 

Principal components of the net deferred tax liability 
balances for GE and GECS are as follows: 

December 31 (In millions) 

1996 

1995 


GE 

Provisions for expenses # (2,740) 

Retiree insurance plans (806) 

Prepaid pension asset 2,139 

r * . ooc 

Depreciation 
Other — net 


Financing leases 7,488 

Opera ti ng leases 1 >833 

Net unrealized gains 

on securities 404 

Allowance for losses ( 1 1 84) 

Insurance reserves (787) 

AMT credit carryforwards (361) 

Other — net 

7,740 

Net deferred tax liability $ 8,273 


$ (2,539) 
(818) 
1,845 
928 
1,092 

508 


6,243 

1,485 

608 

(852) 

(218) 

_(64) 

7,202 
$ 7,710 



of Consolidated Affiliates 

Minority interest in equity of consolidated GECS affiliates 
includes preferred stock issued by GE Capital and by a 
subsidiary of GE Capital. The preferred stock pays cumula¬ 
tive dividends at variable rates. The liquidation preference 
of the preferred shares is summarized below. 


December 31 (In millions) 

1996 

1995 

GE Capital 

GE Capital subsidiary 

$1,800 

485 

$1,800 

360 


Dividend rates on the preferred stock ranged from 3.8% 
to 5.2% during 1996, from 4.2% to 5.2% during 1995 and 
from 2.3% to 4.9% during 1994. 


Certain GECS consolidated affiliates are restricted from 
remitting funds to GECS in the form of dividends or loans 
by a variety of regulations, the purpose of which is to pro¬ 
tect affected insurance policyholders, depositors or in¬ 
vestors. At year-end 1996, net assets of regulated GECS 
affiliates amounted to $20.3 billion, of which $17.4 billion 
was restricted. 

At December 31, 1996 and 1995, the aggregate statutory 
capital and surplus of the insurance businesses totaled 
$10.2 billion and $7.7 billion, respectively. In preparing 
statutory statements, no significant permitted accounting 
practices are used that differ from prescribed accounting 
practices. 



(In millions) 

Common stock issued 

Balance at January 1 
Adjustment for stock split 
Newly issued stock 
Balance at December 31 

Unrealized gains (losses) on 
investment securities — net 

Other capital 

Balance at January 1 
Currency translation adjustments 
Gains on treasury stock 
dispositions 
Newly issued stock 
Adjustment for stock split 

Balance at December 31 

Retained earnings 

Balance at January 1 
Net earnings 
Dividends declared 

Balance at December 31 

Common stock held in treasury 

Balance at January 1 
Purchases 
Dispositions 
Balance at December 31 


1996 

1995 

1994 

$ 594 

$ 594 

$ 584 

9 

1 

$ 594 

$ 594 

$ 594 

$ 671 

$ 1,000 

$ (810) 

$ 1,663 

$ 1,122 

$ 550 

(117) 

127 

180 

952 

414 

215 

_ 

— 

186 

— 

— 

(9) 

$ 2,498 

$ 1,663 

$ 1,122 

$34,528 

$30,793 

$28,613 

7,280 

6,573 

4,726 

(3,138) 

(2,838) 

(2,546) 

$38,670 

$34,528 

$30,793 

$ 8,176 

$ 5,312 

$ 4,771 

4,842 

4,016 

1,124 

(1,710) 

(U52) 

(583) 

$11,308 

$ 8,176 

$ 5,312 


In December 1996, GE’s Board of Directors increased 
the authorization to repurchase Company common stock to 
$13 billion and authorized the program to continue through 
1998. Funds used for the share repurchase will be generated 
largely from free cash flow. At year-end 1996, a total of 93.5 
million shares having an aggregate cost of $6.4 billion had 
been repurchased under this program and placed into 
treasury. 
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Common shares issued and outstanding are summarized 
in the table below. 


Shares of GE common stock 

December 31 (In thousands) 

1996 

1995 

1994 

Issued 

1,857,013 

1,857,013 

1,857,013 

In treasury 

(212,471) 

(190,501) 

(151,046) 

Outstanding 

1,644,542 

1,666,512 

1,705,967 


The Proxy Statement for the 1997 Annua! Meeting of 
Share Owners will include a proposal recommended by 
the Board of Directors on December 19, 1996, which, if 
approved by share owners, would (a) increase the number 
of authorized shares of common stock from 2,200,000,000 
shares each with a par value of $0.32 to 4,400,000,000 
shares each with a par value of $0.16 and (b) split each 
unissued and issued common share, including shares held 
in treasury, into two shares of common stock each with a 
par value of $0.16. 

GE has 50 million authorized shares of preferred stock 
($1.00 par value), but no such shares have been issued. 

The effects of translating to U.S. dollars the financial state¬ 
ments of non-U.S. affiliates whose functional currency is the 
local currency are included in other capital. Asset and liabil¬ 
ity accounts are translated at year-end exchange rates, while 
revenues and expenses are translated at average rates for the 
period. Cumulative currency translation adjustments repre¬ 
sented reductions of other capital of $56 million and $66 
million in 1996 and 1994, respectively, and an addition to 
other capital of $61 million in 1995. 



Stock option activity 


Average per share 

Shares subject 

Exercise 

Market 

(Shares in thousands) 

to option 

price 

price 

Balance at December 31, 1993 

59,354 

$36.50 

$52.44 

Options granted (a) 

15,134 

50.66 

50.66 

Replacement options 

340 

36.44 

36.44 

Options exercised 

(4,163) 

30.35 

50.58 

Options terminated 

(1,167) 

44.04 

— 

Balance at December 31, 1994 

69,498 

39.82 

51.00 

Options granted 

12,089 

55.88 

55.88 

Replacement options 

753 

41.82 

41.82 

Options exercised 

(7,784) 

31.44 

59.21 

Options terminated 

(2,119) 

47.33 


Balance at December 31, 1995 

72,437 

43.20 

72.00 

Options granted 

9,517 

84.77 

84.77 

Replacement options 

4,311 

52.67 

52.67 

Options exercised 

(9,138) 

35.39 

86.50 

Options terminated 

(2,354) 

52.38 


Balance at December 31, 1996 

74,773 

49.72 

98.88 


(a) Without adjusting for the effect of the 2-for-l stock split in April 1994, 
the number of options granted during 1994 would have been 10,117. 


Stock option plans, stock appreciation rights (SARs), 
restricted stock and restricted stock units are described in 
GE s current Proxy Statement. With certain restrictions, 
requirements for stock option shares can be met from either 
unissued or treasury shares. 

The replacement options replaced canceled SARs and 
have identical terms thereto. At year-end 1996, there were 
3.3 million SARs outstanding at an average exercise price 
of $39.28. There were 4.2 million restricted stock shares 
and restricted stock units outstanding at year-end 1996. 

There were 31.1 million and 20.8 million shares available 
for grants of options, SARs, restricted stock and restricted 
stock units at December 31,1996 and 1995, respectively. 
Under the 1990 Long-Term Incentive Plan, 0.95% of the 
Company’s issued common stock (including treasury 
shares) as of the first day of each calendar year during 
which the Plan is in effect becomes available for granting 
awards in such year. Any unused portion, in addition to 
shares allocated to awards that are canceled or forfeited, 
is available for later years. 

Outstanding options and SARs expire on various dates 
through December 20, 2006. Restricted stock grants vest 
on various dates up to normal retirement of grantees. 

GE adopted the disclosure-only option under SFAS 
No. 123, Accounting for Stock-Based Compensation, as of De¬ 
cember 31, 1995. If the accounting provisions of the new 
Statement had been adopted as of the beginning of 1995, 
the effects on 1995 and 1996 net earnings would have been 
immaterial. Further, based on current and anticipated use 
of stock options, it is not envisioned that the impact of the 
Statement’s accounting provisions would be material in 
any future period. 

The following table summarizes information about stock 
options outstanding at December 31, 1996. 


Stock options outstanding 

(Shares in thousands) 

Outstanding 

Exercisable 

Exercise 
price range 

Average 
Shares life (a) 

Average 

exercise 

price 

Shares 

Average 

exercise 

price 

$21%- 33% 
$34M 6 - 43>/m 
$43 ‘A - 51 
$51 Mb- 72% 

$75% -102'4 

10,778 3.4 

13,970 5.1 

19,815 6.9 

20,819 7.9 

9,391 9.6 

$29.81 

37.46 

47.43 

54.59 

84.83 

10,778 

13,959 

11,477 

4,192 

$29.81 

37.46 

45.63 

51.25 

Total 

74,773 6.7 

49.72 

40,406 

39.17 

(a) Average contractual life remaining in years. 

At year-end 1995, options with an average exercise price of $35.23 
exercisable on 37 million shares; at year-end 1994, options with an 
exercise price of $33.43 were exercisable on 38 million shares. 

were 

average 


Stock options expire 10 years from the date they are 
granted; options vest over service periods that range from 
one to five years. 
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Supplemental Cash Flows Information 

Changes in operating assets and liabilities are net of acqui¬ 
sitions and dispositions of businesses. 

“Payments for principal businesses purchased” in the 
Statement of Cash Flows is net of cash acquired and includes 
debt assumed and immediately repaid in acquisitions. 

“All other operating activities” in the Statement of Cash 


noncurrent accruals of costs and expenses, increases and 
decreases in progress collections, amortization of premium 
and discount on debt, and adjustments to assets such as 
amortization of goodwill and intangibles. 

The Statement of Cash Flows excludes certain noncash 
transactions that had no significant effects on the investing 
or financing activities of GE or GECS. 

Certain supplemental information related to GE and 
GECS cash flows is shown below. 


For the years ended December 31 (In millions) 

1996 

1995 

1994 

GE 

Net purchase of GE shares for treasury 

Open market purchases under share repurchase programs 

Other purchases 

Dispositions (mainly to employee and dividend reinvestment plans) 

$ (3,266) 
(1,576) 
2,519 

$ (2,323) 

$ (3,101) 
(915) 
1,493 

$ (2,523) 

$ (69) 

(1,055) 
771 

$ (353) 

GECS 

Financing receivables 

Increase in loans to customers 

Principal collections from customers 

Investment in equipment for financing leases 

Principal collections on financing leases 

Net change in credit card receivables 

Sales of financing receivables with recourse 

$ (49,890) 
49,923 
(14,427) 
11,158 
(3,068) 
4,026 

$ (2,278) 

$ (46,154) 
44,840 
(17,182) 
8,821 
(3,773) 
2,139 

$(11,309) 

$ (37,059) 
31,264 
(10,528) 
8,461 
(2,902) 
1,239 

$ (9,525) 

All other investing activities 

Purchases of securities by insurance and annuity businesses 

Dispositions and maturities of securities by insurance and annuity businesses 
Proceeds from principal business dispositions 

Other 

$(15,925) 

14,018 

(4,183) 

$ (6,090) 

$(14,452) 

12,460 

575 

(2,496) 

$ (3,913) 

$ (8,663) 
6,338 

2,501 
$ 176 

Newly issued debt having maturities longer than 90 days 

Short-term (91 to 365 days) 

Long-term (longer than one year) 

Long-term subordinated 

Proceeds — nonrecourse, leveraged lease debt 

$ 5,061 

17,245 

595 

$ 22,901 

$ 2,545 

32,507 

298 

1,428 

$ 36,778 

$ 3,214 

19,228 

31 

$ 22,473 

Repayments and other reductions of debt having maturities longer than 90 days 

Short-term (91 to 365 days) 

Long-term (longer than one year) 

Principal payments — nonrecourse, leveraged lease debt 

$ (23,355) 
(1,025) 
(276) 

$ (24,656) 

$ (16,075) 
(678) 
(292) 

$ (17,045) 

S (10,460) 
(930) 
(309) 

$(11,699) 

All other financing activities 

Proceeds from sales of investment and annuity contracts 

Preferred stock issued by GECS affiliates 

Redemption of investment and annuity contracts 

$ 2,561 

155 

(2,688) 

$ 28 

$ 1,754 

1,045 
(2,540) 

$ 259 

$ 1,207 

240 
(1,264) 

$ 183 

Other 

GECS discontinued securities broker-dealer operations (see note 2) 

Cash from operating activities 

Cash from (used for) investing activities 

Cash used for financing activities 

$ 892 

(93) 
(799) 

$ 

$ 1,414 

92 

(1,506) 

$ 

$ 1,635 

334 
(2,169) 

$ (200) 
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Industry Segments 


(In millions) 


Revenues 

For the years ended December 31 


GE 

Aircraft Engines 

Appliances 

Broadcasting 

Industrial Products and Systems 

Materials 

Power Generation 

Technical Products and Services 

All Other 

Corporate items and eliminations 
Tt)tal GE 

GECS 

Financing 
Specialty Insurance 
All Other 

Total GECS 
Eliminations 

Consolidated revenues 


Total revenues 


1996 

1995 

1994 

$ 6,302 

$ 6,098 

$ 5,714 

6,375 

5,933 

5,965 

5,232 

3,919 

3,361 

10,412 

10,194 

9,406 

6,509 

6,647 

5,681 

7,257 

6,545 

5,933 

4,692 

4,424 

4,285 

3,108 

2,707 

2,348 

(322) 

(286) 

(195) 

49,565 

46,181 

42,498 

23,742 

19,042 

14,932 

8,966 

7,444 

4,926 

5 

6 

17 

32,713 

26,492 

19,875 

(3,099) 

(2,645) 

(2,264) 

$79,179 

$70,028 

$60,109 


Intersegment revenues 


1996 

1995 

1994 

$ 86 

$ 115 

$ 43 

5 

4 

3 

455 

436 

368 

22 

19 

43 

65 

57 

44 

23 

19 

18 

(656) 

(650) 

(519) 

— 

i I i 

I I l 

— 

— 

— 

— 

— 

— 

$ — 

$ - 

$ - 


External revenues 


1996 

1995 

1994 

$ 6,216 

S 5.983 

$ 5,671 

6,370 

5,929 

5,962 

5,232 

3,919 

3,361 

9,957 

9,758 

9,038 

6,487 

6,628 

5,638 

7,192 

6,488 

5,889 

4,669 

4,405 

4,267 

3,108 

2,707 

2,348 

334 

364 

324 

49,565 

46,181 

42,498 

23,742 

19,042 

14,932 

8,966 

7,444 

4,926 

5 

6 

17 

32,713 

26,492 

19,875 

(3,099) 

(2,645) 

(2,264) 

$79,179 

$70,028 

$60,109 


GE revenues include income from sales of goods and services to customers and other income. Sales from one Company component to another generally 
are priced at equivalent commercial selling prices. “All Other" GE revenues consists primarily of GECS earnings. H g . 


(In millions) 


Assets 

At December 31 


Property, plant and equipment 
(including equipment leased to others) 

For the years ended December 31 


GE 

Aircraft Engines 

Appliances 

Broadcasting 

Industrial Products and Systems 

Materials 

Power Generation 

Technical Products and Services 

All Other 

Corporate items and eliminations 
Total GE 

GECS 

Financing 
Specialty Insurance 
All Other 

Total GECS 
Eliminations 

Consolidated totals 


Additions Depreciation and amortization 


1996 

1995 

1994 

1996 

1995 

1994 

1996 

1995 

1994 

$ 5,423 

$ 4,890 

$ 4,751 

$ 551 

$ 266 

$ 254 

$ 260 

$ 273 

$ 261 

2,569 

2,304 

2,309 

168 

143 

159 

104 

93 

84 

4,899 

3,915 

3,881 

176 

97 

86 

86 

64 

67 

6,580 

6,117 

5,862 

450 

446 

448 

340 

308 

363 

9,130 

9,095 

8,628 

748 

521 

550 

475 

478 

443 

5,741 

5,679 

4,887 

185 

155 

337 

165 

166 

143 

2,246 

2,200 

2,362 

154 

110 

154 

113 

109 

95 

14,556 

13,113 

9,768 

— 

1 

_ 

2 

1 

2 

8,781 

8,403 

8,365 

114 

113 

97 

90 

89 

87 

59,925 

55,716 

50,813 

2,546 

1,852 

2,085 

1,635 

1,581 

1,545 

184,587 

150,062 

121,966 

5,656 

5,144 

5,889 

2,108 

1,962 

1,607 

41,575 

34,795 

22,058 

42 

132 

62 

32 

24 

16 

1,257 

872 

943 

64 

36 

44 

10 

27 

39 

227,419 

185,729 

144,967 

5,762 

5,312 

5,995 

2,150 

2,013 

1,662 

(14,942) 

(13,410) 

(9,909) 

— 

— 

— 

_ 

_ 


$272,402 

$228,035 

$185,871 

$8,308 

$7,164 

$8,080 

$3,785 

$3,594 

$3,207 


M A11 Other” GE assets consists primarily of investment in GECS. Additions to 
businesses purchased. 


property, plant and equipment include amounts relating to principal 
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Details of operating profit by industry segment can be 
found on page 37 of this report. A description of industry 
segments for General Electric Company and consolidated 
affiliates follows. 

Aircraft Engines. Jet engines and replacement parts and 
repair services for all categories of commercial aircraft 
(short/medium, intermediate and long-range); for a wide 
variety of military aircraft, including fighters, bombers, 
tankers and helicopters; and for executive and commuter 
aircraft. Sold worldwide to airframe manufacturers, airlines 
and government agencies. Also, aircraft engine derivatives 
used as marine propulsion and industrial power sources. 
Appliances . Major appliances and related services for prod¬ 
ucts such as refrigerators, freezers, electric and gas ranges, 
dishwashers, clothes washers and dryers, microwave ovens 
and room air conditioning equipment. Sold in North Ameri¬ 
ca and in global markets under various GE and private-label 
brands. Distributed to retail outlets, mainly for the replace¬ 
ment market, and to building contractors and distributors 
for new installations. 

Broadcasting. Primarily the National Broadcasting Com¬ 
pany (NBC). Principal businesses are the furnishing of 
U.S. network television services to more than 200 affiliated 
stations, production of television programs, operation of 11 
VHF and UHF television broadcasting stations, operation 
of seven cable/satellite networks around the world, and in¬ 
vestment and programming activities in multimedia and 
cable television. 

Industrial Products and Systems. Lighting products (including 
a wide variety of lamps, lighting fixtures, wiring devices 
and quartz products); electrical distribution and control 
equipment (including power delivery and control products 
such as transformers, meters, relays, capacitors and arrest¬ 
ers); transportation systems products (including diesel- 
electric locomotives, transit propulsion equipment and 
motorized wheels for off-highway vehicles); electric motors 
and related products; a broad range of electrical and elec¬ 
tronic industrial automation products, including drive sys¬ 
tems; installation, engineering and repair services, which 
includes management and technical expertise for large 
projects such as process control systems; and GE Supply, a 
network of electrical supply houses. Markets are extremely 
diverse. Products are sold to commercial and industrial 
end users, including utilities, to original equipment manu¬ 
facturers, to electrical distributors, to retail outlets, to rail¬ 
ways and to transit authorities. Increasingly, products are 
developed for and sold in global markets. 

Materials. High-performance engineered plastics used in 
applications such as automobiles and housings for comput¬ 
ers and other business equipment; ABS resins; silicones; 
superabrasives such as man-made diamonds; and laminates. 
Sold worldwide to a diverse customer base consisting mainly 
of manufacturers. 


Power Generation. Power plant products and services, includ¬ 
ing design, installation, operation and maintenance serv¬ 
ices. Markets and competition are global. Gas turbines are 
sold principally as part of packaged power plants for elec¬ 
tric utilities and for industrial cogeneration and mechani¬ 
cal drive applications. Steam turbine-generators are sold to 
electric utilities, to the U.S. Navy and, for cogeneration, to 
industrial and other power customers. Power Generation 
also includes nuclear reactors and fuel and support services 
for GE’s new and installed boiling water reactors. 

Technical Products and Services. Medical systems such as 
magnetic resonance (MR) and computed tomography (CT) 
scanners, x-ray, nuclear imaging, ultrasound, other diagnos¬ 
tic equipment and related services sold worldwide to hospi¬ 
tals and medical facilities. Also a full range of computer- 
based information and data interchange services for inter¬ 
nal use and external commercial and industrial customers. 

GECS Financing. Operations of GE Capital, as follows: 

Consumer services — private-label and bank credit card 
loans, time sales and revolving credit and inventory 
financing for retail merchants, auto leasing and inventory 
financing, mortgage servicing, and consumer savings and 
insurance services. 

Specialized financing — loans and financing leases for 
major capital assets, including industrial facilities and 
equipment, and energy-related facilities; commercial and 
residential real estate loans and investments; and loans to 
and investments in management buyouts, including those 
with high leverage, and corporate recapitalizations. 

Equipment management — leases, loans, sales and asset 
management services for portfolios of commercial and 
transportation equipment, including aircraft, trailers, auto 
fleets, modular space units, railroad rolling stock, data proc¬ 
essing equipment, containers used on ocean-going vessels, 
and satellites. 

Mid-market financing — loans and financing and operat¬ 
ing leases for middle-market customers, including manu¬ 
facturers, distributors and end users, for a variety of equip¬ 
ment that includes data processing equipment, medical and 
diagnostic equipment, and equipment used in construction, 
manufacturing, office applications and telecommunications 
activities. 

Very few of the products financed by GE Capital are 
manufactured by other GE segments. 

GECS Specialty Insurance. U.S. and international multiple¬ 
line property and casualty reinsurance, certain directly 
written specialty insurance and life reinsurance; financial 
guaranty insurance, principally on municipal bonds and 
structured finance issues; private mortgage insurance; and 
creditor insurance covering international customer loan 
repayments. 
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Geographic Segment Information (consolidated) 


Revenues and operating profit shown below are classified licensing income from non-U.S. sources. U.S. exports to 

according to their country of origin (including exports international customers by major areas of the world are 

from such areas). Revenues and operating profit classified shown on page 40. 
under the caption “United States” include royalty and 

Revenues 

(In millions) For the years ended December 31 


Totai revenues _ Intersegment revenues External revenues 



1996 

1995 

1994 

1996 


1995 


1994 

1996 

1995 

1994 

United States 

$58,110 

$52,935 

$49,005 

$ 2,292 

$ 

2,123 

$ 

1,683 

$55,818 

$50,812 

$47,322 

Europe 

15,964 

12,293 

7,675 

714 


656 


579 

15,250 

11,637 

7,096 

Pacific Basin 

4,343 

3,725 

2,662 

796 


457 


526 

3,547 

3,268 

2,136 

Other (a) 

5,140 

4,750 

3,868 

576 


439 


313 

4,564 

4,311 

3,555 

Intercompany eliminations 

(4,378) 

(3,675) 

(3,101) 

(4,378) 


(3,675) 


(3,101) 

— 



Total 

$79,179 

$70,028 

$60,109 

$ — 

$ 

— 

$ 

— 

$79,179 

$70,028 

$60,109 


Operating profit 


Assets 





Non-U.S. net assets 


(In millions) 

For the years ended December 31 

At December 31 




At December 31 



1996 

1995 

1994 

1996 


1995 


1994 

1996 

1995 


United States 

$ 9,693 

$ 9,002 

$ 8,443 

$189,593 

$158,884 

$1 

142,710 

$ (b) 

$ (b) 


Europe • 

1,724 

1,043 

570 

55,196 


44,107 


21,587 

23,021 

20,059 


Pacific Basin 

269 

375 

177 

8,125 


6,442 


4,491 

5,082 

3,740 


Other (a) 

576 

543 

429 

19,655 


18,776 


17,266 

11,439 

11,472 


Intercompany eliminations 

7 

9 

5 

(167) 


(174) 


(183) 

(62) 

(51) 


Total 

$12,269 

$10,972 

$ 9,624 

$272,402 

$228,035 

$185,871 

$39,480 

$35,220 



(a) Principally the Americas other than the United States, but also includes operations that cannot meaningfully be associated with specific geographic 
areas (for example, shipping containers used on ocean-going vessels). 

(b) Not applicable. 


Additional Information about Financial Instruments 

This note contains estimated fair values of certain finan¬ 
cial instruments to which GE and GECS are parties. Apart 
from GE’s and GECS’ own borrowings and certain market¬ 
able securities, relatively few of these instruments are ac¬ 
tively traded. Thus, fair values must often be determined 
by using one or more models that indicate value based on 
estimates of quantifiable characteristics as of a particular 
date. Because this undertaking is, by its nature, difficult 
and highlyjudgmental, for a limited number of instru¬ 
ments, alternative valuation techniques may have produced 
disclosed values different from those that could have been 
realized at December 31, 1996 or 1995. Moreover, the dis¬ 
closed values are representative of fair values only as of the 
dates indicated. Assets that, as a matter of accounting poli¬ 
cy, are reflected in the accompanying financial statements 
at fair value are not included in the following disclosures; 
such assets include cash and equivalents and investment 
securities. 


Values are estimated as follows: 

Borrowings. Based on quoted market prices or market com¬ 
parables. Fair values of interest rate and currency swaps on 
borrowings are based on quoted market prices and include 
the effects of counterparty creditworthiness. 

Time sales and loans. Based on quoted market prices, recent 
transactions and/or discounted future cash flows, using 
rates at which similar loans would have been made to simi¬ 
lar borrowers. 

Annuity benefits. Based on expected future cash flows, dis¬ 
counted at currently offered discount rates for immediate 
annuity contracts or cash surrender values for single pre¬ 
mium deferred annuities. 

Financial guarantees. Based on future cashflows, consider¬ 
ing expected renewal premiums, claims, refunds and serv¬ 
icing costs, discounted at a market rate. 

All other instruments. Based on comparable transactions, 
market comparables, discounted future cash flows, quoted 
market prices, and/or estimates of the cost to terminate or 
otherwise settle obligations to counterparties. 
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Financial instruments 


1996 1995 

Assets (liabilities) Assets (liabilities) 


December 31 (In millions) 


GE 

Investments 

Borrowings and related instruments 
Borrowings (b) (c) 

Interest rate swaps 
Currency swaps 

Financial guarantees 

Other firm commitments 

Currency forwards and options 
Financing commitments 

GECS 

Assets 

Time sales and loans 
Integrated interest rate swaps 
Purchased options 
Mortgage-related positions 

Mortgage purchase commitments 
Mortgage sale commitments 

Memo: mortgages held for sale (d) 
Options, including “floors” 

Interest rate swaps and futures 
Other cash financial instruments 

Liabilities 

Borrowings and related instruments 
Borrowings (b)(c) 

Interest rate swaps 
Currency swaps 
Purchased options 
Other 

Annuity and investment contract benefits 
Separate accounts 
Insurance — financial guarantees 
and credit life 

Credit and liquidity support 
— securitizations 

Performance guarantees — principally 
letters of credit 
Other 

Other firm commitments 
Currency forwards 
Currency swaps 
Ordinary course of business 
lending commitments 
Unused revolving credit lines 
Commercial 

Consumer — principally credit cards 


Notional 

amount 

Carrying 

amount 

(net) 

Estimated fair value 

Notional 

amount 

Carrying 

amount 

(net) 

Estimated fair value 

High 

Low 

High 

Low 

5 (a) 

$ 1,675 

$ 3,127 $ 

3,127 

$ (a) 

$ 1,796 

$ 2,886 

$ 2,886 

(a) 

(4,049) 

(4,058) 

(4,058) 

(a) 

(3,943) 

(3,981) 

(3,981) 

536 

— 

(ID 

(ID 

89 

— 

(16) 

(16) 

180 

— 

25 

25 

180 

— 

50 

50 

1,805 

— 

— 

— 

1,722 

— 

— 

— 

5,476 

70 

150 

150 

3,774 

— 

131 

131 

1,554 

— 

— 

— 

1,505 

— 

— 

— 


(a) 

60,859 

61,632 

60,544 

(a) 

57,817 

59,188 

58,299 

4,376 

_ 

91 

91 

1,703 

— 

(93) 

(93) 

1,938 

u 

12 

12 

1,213 

24 

11 

11 

1,193 

_ 

2 

2 

1,360 

— 

17 

17 

1,417 

_ 

3 

3 

1,334 

— 

(ID 

CD 

(a) 

1,112 

1,165 

1,165 

(a) 

1,663 

1,663 

1,663 

27,422 

78 

81 

81 

18,522 

67 

144 

144 

1,731 

_ 

(29) 

(29) 

1,990 

— 

31 

31 

(a) 

3,352 

3,900 

3,652 

(a) 

3,527 

3,973 

3,711 

(a) 

(125,621) 

(125,648) 

(125,648) 

(a) 

(111,598) 

(112,553) 

(112,553) 

34,491 

_ 

(575) 

(575) 

29,881 

— 

(630) 

(630) 

25,623 

_ 

337 

337 

22,342 

— 

937 

937 

1,882 

10 

1 

1 

2,751 

26 

12 

11 

_ 


_ 

— 

515 

— 

(65) 

(65) 

(a) 

(20,210) 

(19,953) 

(19,953) 

(a) 

(14,007) 

(13,734) 

(13,734) 

(a) 

(3,516) 

(3,516) 

(3,516) 

(a) 

— 

— 


170,402 

(3,801) 

(3,614) 

(4,025) 

144,036 

(1,570) 

(832) 

(922) 

6,842 

(73) 

(9) 

(9) 

7,035 

(58) 

(65) 

(65) 

3,470 

(55) 

(132) 

(133) 

2,920 

(48) 

(78) 

(78) 

2,901 

(1,560) 

(1,175) 

(1,176) 

3,556 

(302) 

(36) 

(45) 

7,988 


75 

74 

7,657 

_ 

69 

69 

99 

— 

(7) 

(7) 

280 

— 

(22) 

(22) 

4,950 

— 

(27) 

(27) 

6,929 

— 

(60) 

(60) 

3,375 

_ 

_ 

_ 

3,223 

— 

— 

— 

116,878 

— 

— 

— 

118,710 

— 

— 

— 


(a) Not applicable. 

(b) Includes interest rate and currency swaps. 

(c) See note 19. 

(d) Included in other cash financial instruments. 

Additional information about certain financial instru¬ 
ments in the table above follows. 

Currency forwards and options are employed by GE and GECS 
to manage exposures to changes in currency exchange rates 
associated with commercial purchase and sale transactions. 
These financial instruments generally are used to fix the 
local currency cost of purchased goods or services or selling 


prices denominated in currencies other than the functional 
currency. Currency exposures that result from net invest¬ 
ments in affiliates are managed principally by funding as¬ 
sets denominated in local currency with debt denominated 
in those same currencies. In certain circumstances, net in¬ 
vestment exposures are managed using currency forwards 
and currency swaps. 
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Options and instruments containing option features that behave 
based on limits (“caps,” “floors” or “collars”) on interest rate 
movement are used to hedge prepayment risk in certain 
GECS business activities, such as the mortgage servicing 
and annuities businesses. 

Swaps of interest rates and currencies are used by GE and 
GECS to optimize borrowing costs for a particular funding 
strategy (see note 19). In addition, swaps, along with pur¬ 
chased options and futures, are used by GECS to establish 
specific hedges of mortgage-related assets and to manage 
net investment exposures. Credit risk of these positions is 
evaluated by management under the credit criteria discuss¬ 
ed below. As part of its ongoing customer activities, GECS 
also enters into swaps that are integrated into investments 
in or loans to particular customers and do not involve as¬ 
sumption of third-party credit risk. Such integrated swaps 
are evaluated and monitored like their associated invest¬ 
ments or loans and are not therefore subject to the same 
credit criteria that would apply to a stand-alone position. 
Counterparty credit risk — risk that counterparties will be 
financially unable to make payments according to the terms 
of the agreements — is the principal risk associated with 
swaps, purchased options and forwards. Gross market value 
of probable future receipts is one way to measure this risk, 
but is meaningful only in the context of net credit exposure 
to individual counterparties. At December 31, 1996 and 
1995, this gross market risk amounted to $0.9 billion and 


$1.3 billion, respectively. Aggregate fair values that repre¬ 
sent associated probable future obligations, normally asso¬ 
ciated with a right of offset against probable future receipts, 
amounted to $0.7 billion at both year-end 1996 and 1995. 

Except as noted above for positions that are integrated 
into financings, all swaps, purchased options and forwards 
are carried out within the following credit policy constraints. 
• Once a counterparty exceeds credit exposure limits (see 
table below), no additional transactions are permitted 
until the exposure with that counterparty is reduced to 
an amount that is within the established limit. Open con¬ 
tracts remain in force. 


Counterparty credit criteria 

Moody’s 

Credit rating 

Standard & Poor’s 

Term of transaction 

Between one and five years 

Aa3 

AA- 

Greater than five years 

Aaa 

AAA 

Credit exposure limits 

Up to $50 million 

Aa3 

AA- 

Up to $75 million 

Aaa 

AAA 


• All swaps are executed under master swap agreements 
containing mutual credit downgrade provisions that pro¬ 
vide the ability to require assignment or termination in 
the event either party is downgraded below A3 or A- 

More credit latitude is permitted for transactions having 
original maturities shorter than one year because of their 
lower risk. 



(Dollar amounts in millions; 

First quarter 

Second 

quarter 

Third 

quarter 

Fourth 

quarter 

per-share amounts in dollars) 

1996 

1995 

1996 

1995 

1996 

1995 

1996 

1995 

Consolidated operations 

Net earnings 

$1,517 

$1,372 

$ 1,908 

$ 1,726 

$ 1,788 

$1,610 

$ 2,067 

$ 1,865 

Net earnings per share 

0.91 

0.81 

1.15 

1.02 

1.08 

0.96 

1.26 

1.12 

Selected data 

GE 

Sales of goods and services 

9,742 

9,278 

11,520 

11,237 

11,478 

10,106 

13,379 

12,392 

Gross profit from sales 

GECS 

2,781 

2,567 

3,475 

3,219 

3,060 

2,794 

3,784 

3,340 

Revenues from operations 

7,245 

5,754 

7,457 

6,415 

8,449 

7,099 

9,562 

7,224 

Operating profit 

973 

826 

951 

818 

1,179 

1,048 

945 

828 


For GE, gross profit from sales is sales of goods and serv¬ 
ices less costs of goods and services sold. For GECS, operat¬ 
ing profit is income before taxes. 


Earnings-per-share amounts for each quarter are re¬ 
quired to be computed independently and, as a result, 
their sum does not equal the total year earnings-per-share 
amount for 1995. 
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Corporate Information 


Corporate Headquarters 

General Electric Company 
3135 Easton Turnpike 
Fairfield, CT 06431 
(203)373-2211 

Annual Meeting 

General Electric Company’s 1997 Annual Meeting 
will be held on Wednesday, April 23, at the Charlotte 
Convention Center in Charlotte, North Carolina. 

Share Owner Inquiries 

Contact GE Share Owner Services, Church Street 
Station, P.O. Box 11402, New York, NY 10286-1402. 
Telephone: (800)786-2543 or (713)651-5065. 

Dividend Reinvestment Plan 

Share owners who have one or more shares of GE stock 
registered in their names are eligible to invest up to 
$10,000 cash per month and/or reinvest their dividends in 
the GE Dividend Reinvestment and Share Purchase Plan. 

To receive an authorization form and prospectus, write to 
GE Share Owner Services, Church Street Station, 

P.O. Box 11402, New York, NY 10286-1402. 

Telephone: (800)786-2543 or (713)651-5065. 

Principal Transfer Agent and Registrar 

To transfer securities, contact The Bank of New York, 
Receive & Deliver Department, Church Street Station, 
P.O. Box 11002, New York, NY 10286-1002. 

Telephone: (800)786-2543 or (713)651-5065. 

Stock Exchange Information 

In the United States, GE common stock is listed on the 
New York Stock Exchange (its principal market) and the 
Boston Stock Exchange. It also is listed on certain non-U.S. 
exchanges, including The Stock Exchange, London. 


Trading and Dividend Information 


(In dollars) 

Common Stock Market Price 

High Low 

Dividends 

declared 

1996 

Fourth quarter 

$10614 

$9014 

$.52 

Third quarter 

92 

77% 

.46 

Second quarter 

88 !4 

7414 

.46 

First quarter 

8014 

6914 

.46 

1995 

Fourth quarter 

$ 7314 

$61 

$.46 

Third quarter 

64% 

56% 

.41 

Second quarter 

5914 

53% 

.41 

First quarter 

56 

49% 

.41 


As of December 31,1996, there were about 493,000 
share owner accounts of record. 


Form 10-K and Other Reports 

The financial information in this report, in the opinion of 
management, substantially conforms with information re¬ 
quired in the “10-K Report” to be submitted to the Securities 
and Exchange Commission (SEC) by the end of March 1997. 
Certain supplemental information is in that report, how¬ 
ever, and copies without exhibits are available, without 
charge, from GE Corporate Investor Communications, 

3135 Easton Turnpike, Fairfield, CT 06431. 

Copies of the General Electric Pension Plan, the Summary 
Annual Report for GE employee benefit plans subject to 
the Employee Retirement Income Security Act of 1974, 
and other GE employee benefit plan documents and informa¬ 
tion also are available by writing to Corporate Investor 
Communications and specifying the information desired. 

GE Capital Services has a separate Annual Report, and 
both it and GE Capital Corporation file Form 10-K Reports 
with the SEC. For copies of these reports, contact GE Cap¬ 
ital Services, Inc., P.O. Box 8300, Stamford, CT 06927. 

For the Annual Report of the Company’s philanthropic 
foundation, write to the GE Fund, 3135 Easton Turnpike, 
Fairfield, CT 06431. 

Internet Address 

Use http://www.ge.com to reach the GE home page for 
information about GE on the World Wide Web. 

Product Information 

For information about GE consumer products and services, 
call the GE Answer Center® service at (800)626-2000 or 
(502)423-7710; for GE technical, commercial and industrial 
products and services, call the GE Business Information 
Center® service at (800)626-2004 or (518)869-5555; and 
for the varied financial products and services offered by 
GE Capital, call (800)243-2222 or (203)357-3301. 

Cassette Recordings 

For an audiocassette version of this report, contact 
GE Corporate Communications, 3135 Easton Turnpike, 
Fairfield, CT 06431. Telephone: (203)373-2020. 

Corporate Ombudsman 

To report concerns related to U.S. government contracting 
matters, other laws or GE policies, contact the GE Corpo¬ 
rate Ombudsman, P.O. Box 911, Fairfield, CT 06430. 
Telephone: (800)227-5003 or (203)373-2343. 

© 1997 General Electric Company Printed in U.S A. 

Note: Unless otherwise indicated by the context, the terms “GE,” 

“General Electric” and “Company” are used on the basis of consoli¬ 
dation described on page 47. GE and A are registered trademarks 
of General Electric Company; NBC and are registered trademarks 
of National Broadcasting Company, Inc.; MSNBC is a trademark of 
MSNBC Cable, L.L.C.; ®, ™ and indicate registered and unregistered 
trade and service marks, respectively. 
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